DOCUMENT RESUME

ED 271 584 CE 044 686

AUTHOR Kurth, Paula, Ed.

TITLE Economic Value of Entrepreneurship. Special
Publication Series No. 54.

INSTITUTION Ohio State Univ., Columbus. National Center for

Research in Vocational Education.

SPONS AGENCY National Entrepreneurship Education Consortium.

PUB DATE 86

NOTE 80p.; For a related document, see CE 044 685.

AVAILABLE FROM National Center Publications, Box F, National Center
for Research in Vocational Education, 1960 Kenny
Road, Columbus, OH 43210-1090 (SN54--$7.25).

PUB TYPE Collected Works - Gemeral (020) —- Viewpoints (120)
-- Reports - Descriptive (141)

EDRS PRICE MF01/PCO4 Plus Postage.

DESCRIPTORS *Agency Cooperatxon- *Cooperative Planning;
Cooperative Programs; *Economic Development;
Educational Cooperation; *Entrepreneurshxp,
Postsecondary Education; *School Business
Relationship; School Role; *Small Businesses;
Statewide Planning; Vocational Education

IDENTIF 1ERS Illinois

ABSTRACT

This book was compiled to provxde examples of
partnerships between education and economic development agencies and
to reinforce, with statistics, the importance of entrepreneursth in
the U.S. economy. The first chapter, "Contributions of Small Business
and Entrepreneursth Education to Economic Development,"” by E. Edward
Harris, discusses economic development challenges and opportunities,
the small business climate, small business incubators, and
entrepreneursh1p education. The role of entrepreneurs in creatzng new
economic opportunities and ways in which state education policy can
promote entrepreneurship are outlined in the chapter contributed by
Roger J. Vaughn, "Entrepreneurship, Economic Development and
Education.” The third chapter, "Vocational Education's Expanding Role
in Economic Development," provides an overview of vocational
education's past and present role in fosterzng economic development.
It consists of an introduction by Marj P. Leaming and P. Anthony
Zexss, followed by a paper by Zeiss descrszng the Pueblo Business
Assistance Network and entitled "Local Initiative for Economic
Development.” Concluding the volume is a paper by the Illinois State
Task Force on Entrepreneurshxp Education entitled "An Action Plan for
Entrepreneurship Education in Illinois." A list providing sources of
information on small business incubators, compiled by E.E. Harris, is
appended. (MN)

KER KRR ERARR R AR R RR R AR AR R R R AR R R AR R R AR AR AR R R AR R AR R R RN R R R AR AR KRR AR KRR KRR KAL

* Reproductions supplied by EDRS are the best that can be made *
*

from the original document. *
KRR RERERRRRRRRRRRRRRRRRRRRRRRRERRRERRRXARXRRR KRR R RR AR KA A AR ARk kR Rhkkhhkk




ED271584

C&E‘Oé‘?é}}é

U.S. DEPARTMENT OF EDUCATION "
Otixf ol E 1 h and Imp
N
NAL RESOURCES, INFORMATIO
Egficano CENTER (ERIC)
ment has been reproduced as
:::se‘:‘::‘;rom the person Of orgamzaton
onginating &
C Minor changes have been mace to improve
reproduction quality

hie dOCU

1 view Of Opinions statedn this

* t‘:g::s:ovnol necessanly represent othciat
OERI1 poshon of pohcy

Special Publication Series No. 54

ECONOMIC VALUE

OF

ENTREPRENEURSHIP

Edited by

Paula Kurth “PERMISSION TO REPRODUCE THIS
MATERIAL HAS BEEN GRANTED BY

1 pal |
CR\/c

TO THE EDUCATIONAL RESOURCES
INFORMATION CENTER (ERIC).”

NaﬁonalEnnepreneUrShuJ

Education Consortium

The National Center for Research in Vocationa! Education

The Ohio State University
1960 Kenny Road
Columbus, Ohio 43210-1090

1986



THE NATIONAL CENTER MISSION STATEMENT

>

The National Center for Research in Vocational Education’s mission is to increase the ability of
diverse agencies, institutions, and organizations to solve educational problems relating to
individual career planning, preparation, and progression. The National Center fulfills its mission
by:

e Generating knowledge through research

e Developing educational programs and products

e FEvaluating individual program needs and cutcomes

e Providing information for national planning and policy

e |Installing educational programs and products

e Operating information systems and services

e Conducting leadership development and training programs

For further information contact:

Program Information Office

National Center for Research in Vocational Education
The Ohio State University

1960 Kenny Road

Columbus, Ohio 43210

Telephone: (614) 486-3655 or (800) 848-4815
Cable: CTVOCEDOSU/Columbus, Ohio
Telex: 8104821894




Project Title:

Source of Contract:

Contractor:

Executive Director:

Disclaimer:

Discrimination
Prohibited:

PUNDING INFORMATION

National Entrepreneurship Education Consortium

State Departments of Vocational Education in the
following states: Alaska, California, Colorado, Hawaili,
Illinois, Iowa, Kentucky, Massachusetts, Minnesota,
Missouri, New Jersey, New York, Ohio, Oklahoma, Oregon,
Tennessee, Vermont, West Virginia, and wWisconsin.

The National Center for Research in Vocational Education
The Ohio State University
Columbus, Ohio 43210-1090

Robert E. Taylor

This publication was prepared pursuant to an agreement
with the National Entrepreneurship Education Consortium
Points of view expressed are those of the contributors
and not necessarily those of the National Center for
Research in Vocational Education.

The National Center for Research in Vocational Education
is an equal opportunity employer.

ii




TABLE OF CONTENTS

Page
FOREWORD:s ¢ ¢ o o o o o o o o o o ¢ o o o ¢ ¢ o o o o o ¢ o o o o ¢ o v
EXECUTIVE SUMMARY ¢ o o o o o o o o o o o o o o o o o o o o ¢ o o o o o vii
INTRODUCTION: ¢ ¢ o o o o o o o o o o o o o o o o o o o ¢ o o o ¢ o o o 1

CHAPTER 1. CONTRIBUTIONS OF SMALL BUSINESS
AND ENTREPRENEURSHIP EDUCATION
byDr.E.EdwardHarris.................. 3

REFEREN@S. ® e 0 0o o o o o * ° o o o * O o * o o o o * o o 3 7

CHAPTER 2. ENTREPRENEURSHIP, ECONOMIC
DEVELOPMENT, AND EDUCATION
by Dr. Roger J. Vaughan « « « o o o ¢ ¢ o o o o o o o o o o 39

CHAPTER 3. VOCATIONAL EDUCATION'S
EXPANDING ROLE IN
ECONOMIC DEVELOPMENT
by Dr. Marj P. Leaming and .
Dr. P. Anthony Zeiss: « ¢« o« ¢ ¢ ¢ ¢ o ¢ o ¢ o ¢ o o o o o o 51

INTRODUCTION
by Dr. P, Anthony 2€i88 ¢« « ¢ ¢ o ¢ ¢ ¢ o o o o o o o o o o 51

LOCAL INITIATIVE FOR
ECONOMIC DEVELOPMENT
by Dre Po ANthony Zeis8s8 ¢ ¢ o o o o o o o o o o s o o o o o 53

CHAPTER 4. AN ACTION PLAN FOR
ENTREPRENEURSHIP
EDUCATION IN ILLINOIS
by the Illinois State Task
Force on Entrepreneurship
BAUCAtion « o o o o o o o ¢ o ¢ o o o o 6 o s o 0 6 o o o o 57

APPENDIX: INFORMATION ON SMALL
BUSINESS INCUBATORS
by Dr. E. Edward Harris * L] L] . L] L] . L] L] L] L] L] L] L] L] L] L] L] 69

iii




FOREWORD

Entrepreneurship is a fairly new emphasis in education. Traditionally,
education has prepared individuals for jobs in existing businesses and
industry. Now, however, the United States is recognizing the important
economic contributions of the small business sector. Education is responding
to this recognition by not only developing courses and programs to train
entrepreneurs, but also by recognizing the need to work in close partnership
with economic development agencies. Vocational education has taken the
leadership in infusing entrepreneurship education in all levels of the public
education system.

Education's goal of preparing individuals to earn a living and the
econonic development goal of providing a favorable climate in which the
entrepreneur can flourish are extremely compatible. Some state divisions of
vocational education have had the vision to mobilize their educators to work
with ec: ~omic development agencies via state entrepreneurship task forces.
These states are pioneers from whose examples we can learn.

Therefore, this book has been compiled by the National Center for Reresarch
in Vocational Edtcation in cooperation with the National Entrepreneurship
Education Consortium to provide examples of partnerships between education and
economic development agencies and to reinforce, with statistics, the
importance of entrepreneurship in the U.S. economy.

The National Center expresses its appreciation to the following state
liaison consortium members for their submissions: Dr. Marj Leaming, Colorado;
Dr. Nona Denton, Illinois State Department of Education; and David Gillette,
New York State Department of Education. The National Center is also indebted
to Dr. Roger J. Vaughan, Dr. P. Anthony Zeiss, and Dr. E. Edward Harris for
permission to print their work.

The National Center wishes to acknowledge the leadership provided to
this effort by Dr. Robert E. Taylor, recently retired Executive Director.
The National Center is further indebted to the staff members who worked on
the publication. The document was conducted in the Personnel Development,
Field Services Division, Dr. Lucy Thrane, Associate Director. Dr. M.
Catherine Ashmore served as Program Director, Dr. Novella Ross served as
Project Director, and Paula Kurth served as publication coordinator.
Michele Naylor provided technical editing, and final editorial review of
the paper was provided by Judy Balogh of the National Center's editorial
services area.

Chester Hansen

Acting Executive Director

The National Center for Research
in Vocational Education




Executive Summary

What will be the quality of 1life for those individuals living in the
decades ahead? Economic development leaders across the nation are faced with
a myriad of challenges as they seek to answer this question. While it is
common knowledge that such factors as lagging productivity, rapid changes in
technology, and a 50 percent change in the job base every 5 years are the
major reasons for economic development problems, it is far from conclusive as
to how these problems can be dealt with and the economy revitalized. During
the past decade, the major goal of many local, regional, and state plans for
revitalizing the economies have been designed to foster and strengthen
commerce and industry retention and expansion by (1) increasing productivity,
(2) encouraging entrepreneurship, and (3) creating a favorable business
climate through community support.

President Reagan, in his 1984 small business address at the National
Isgsues Conference, summed up a national sentiment toward small business when
he said, "sSmall business employs about half of our private work force,
contributes 42 percent of sales, and generates about 38 percent of our gross
national product. Small firms are on the cutting edge cf innovation,
providing products, ideas, and opportunities for the future. Small business
is dreaming impossible dreams and making those dreams come true. Indeed,
small business is America.”

Economic developers, consequently, are beginning to realize that small
business is the backbone of the economic development potential. Therefore,
these developers are targeting to help new small businesses get started and to
help existing small businesses grow to their full potential.

At a time when the substantial contributions of small business and entre-
preneurs are becoming more apparent and better understood, there are also
efforts being initiated to be more responsive to the needs of small business.

One of the most dramatic recent developments in business and econamic
education is the proliferation of academic courses designed to teach students
how to become entrepreneurs. More than 170 business schools now offer such
courses--compared with fewer than 10 in 1970--and the entrepreneur has become
a respectable subject of academic research.

The national vocational education community, on the other hand, has
agsumed a leadership role in designing state plans to infuse entrepreneurship
education in all levels of vocational and adult education. Working as
partners with business, education, labor and government, vocational educators
have organized state-level task forces. These task forces serve as catalysts
to accomplish their charge by developing action plans for entrepreneurship
education. Xey to the successful implementation of the plans of action that
have been developed within the various states is close collaboration between
vocational education and economic development agencies.




The primary issue at hand is to define vocational education's role in the
econonmic development cycle. Feeling a need to address this concern, the

National Entrepreneurship Education Consortium solicited papers from its

member states on the topic of entrepreneurship education as a viable economic
development strategy to be published in this document.

The authors of this publication realize the critical need small business
owners have for entrepreneurship education and view the vocational education
community as a key provider of that education. If econamic development
strategists are really going to support the small business sector, education
can not be ignored and the wvocational education sector is a logical and
necessary partner in that delivery system.
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INTRODUCTION

That small businesses are an important part of the American economy is a
generally accepted fact. However, the extent of the impact is not known by
many people. It is important that the educational system in the United States
accept entrepreneurship preparation as a legitimate objective within the
educational programs of this country.

Entrepreneurship education is especially appropriate to wocational
education. Therefore, it is of extreme importance that vocational educators
at all levels be familiar with the economic value of entreprc.aeurship and be
provided with not only that information but also information regarding
education's partnership role in the economic development networks.

Recognizing the need to identify and share this information, the National
Entrepreneurship Education Consortium requested that the National Center for
Research in Vocational Education, in partnership with them, develop a
publication on the economic value of entrepreneurship. This series of three
papers deals with the general theme of the economic value of entrepreneurship
and the role education can play in strengthening the econamy through support
of entrepreneurship. The papers were written independently of each other, one
in Illinois, one in New York, and one in Colorado.

The first paper, "Contributions of Small Business and Entrepreneurship
Education to Economic Development,” discusses economic development challenges
and opportunities, the small business climate, incubators, and
entrepreneurship education.

The second paper, "Entrepreneurship, Economic Development, and Education,”
dscribes the role played by entrepreneurs in creating new economic
opportunities and outlines ways in which state education policy can be used to
promote entrepreneurship.

The third paper, "Local Initiative for Economic Development," describes
the Pueblo Business Assistance Network (PBAN). The network consists of four
major assistance groups: an intake and assistance center, a cooperative
volunteer assistance group, a seed/venture capital investment fund, and an
incubation facility to support new businesses.

In addition to the three papers, a fourth paper is included which contains
2 report prepared by the Illinois State Task Force on Entrepreneurship
Education. This report contains the task force's plan of action for
implementing entrepreneurship education in Illinois.

An appendix is included in this document; it contains information on
resources regarding incubators.

The opinions expressed in this document are solely those of the authors.




CHAPTER 1

CONTRIBUTIONS OF SMALL BUSINESS AND
ENTREPRENEURSHIP EDUCATION TO ECONOMIC DEVELOPMENT

ABOUT THE AUTHOR

E. Edward Harris is a professor of Marketing and
Entrepreneurial Education, Ccllege of Business, Northern
Illinois University. He has chaired the Governor's Task
Force for Regional Economic Development in Illinois, and
has been listed in Who's Who in the World, Who's Who in
America, and Who's Who in the Midwest. Dr. Harris
received his B.S. in distributive education from the
University of Northern Iowa, his M.A. in distributive
education from the University of Minnesota, and his Ed.D.
from Northern Illinois University. Dr. Harris is widely
published; the Illinois Management Model for Economic
Development is available from the Educational Resources
Information Center as ED 251596,

Economic Development Challenges and Opportunities

What will be the quality of life for those individuals living in the
decades ahead? Piece by piece, the facts, perceived trends, and educated
guesses are beginning to drop into place to form a broad mosaic of challenges
and opportunities for economic development leadership.

Yet the economic future is unknown. Only glimpses of this new world can
be seen in parts of Yapan, California, and a few other places. And these may
not become the future, but only experiments on the way to the future. Though
we can be fairly sure that robotics, electronics, new materials, fiber optics,
and satellites will be part of the future, we do not know how the pieces will
be put together or what technologies or types of business organization will be
used to produce the products of the future. We do not know how the potential
for decentralization, which is inherent in the new knowledge and communication
technology, will be used and who will benefit. We do know, however, that the
first nations and states that correctly ascertain the outlines of the future
economic landscape will be in a better position to produce the products and
services for this future than those countries that are content to produce the
products for the present.

Research conducted at the Massachusetts Institute of Technology,
Brookings Institute, Harvard, SRI International, and the Northeast-Midwest
Institute highlights the need for effective long-texm econamic revitalization
strategies:

e The inability of commerce and industry to adjust and implement new
technology, which is chanting every 5-7 years, is the most crucial
problem facing America.




® Between 1980 and 1982, small firms generated 2,650,000 new jobs
whereas large businesses lost 1,664,000.

e Approximately 50 percent of the jobs in a given area change every 5

years, and only 1-2 percent is due to relocation of commerce and
industry.

e Small firms produce 24 times more innovations per research dollar than
large firms.

® A trained work force is the key to increased economic efficiency.
Constant retraining and updating is a necessity. Investment in human
resources is both the gquickest and the most efficient way of
increasing productivity.

¢ The ability to develop the spirit of entrepreneurship is the key to
the future.

These challenges and opportunities have emerged as a result of several
key factors that have been clearly identified in the 1984 report of the
American Economic Development Council. First, in the past decade worldwide
structural and cyclical changes in economic conditions and trends have cata-
pulted developed nations, including the United States, into a global economy;
second, management and labor in many of America's mature industries have
failed to remain competitive in technology, product quality, and per-unit
costs; third, many areas in the United States have failed to maintain commu-
nity competitiveness for investment, due in some respects to neglect (for
example, public infrastructure, deterioration in oléar cities) and in others
to shortsightedness (for example, diminishing water resources in parts of the
Southwest caused by overdevelopment); fourth, and principally as a consequence
of the first three factors, participation has expanded in economic development
decdision making and initiatives at all levels of our economic system,
particularly through the involvement. of private sector leaders in both
business and labor; and finally, financial support by thea federal government
for local development organizations and initiatives has been substantially
reduced, leading to a corresponding increase in competition among local
development organizations for support from both local and state government.s
and, increasingly, from commerce, industry, and foundations (Economic
Development Today 1984).

Productivity in America must keep pace with other industrial nations. 1In
the short run, lagging productivity increases inflation and unemployment,
lessons the standard of living, and decreases the ability of America to com-
pete 3uccessfully in world markets. Productivity affects employment rates
directly in two ways. First, lagging productivity provides a reduced foreign
market share for U.S. products, which, in turn, means layoffs. Second, lagging
productivity causes excessive inflation. Research by Anthony Carnevale shows
that to reduce inflation by 1 percent, America must throw a million people out
of work for 3 years, which adds over $25 billion to the national deficit
(Carnevale 1981).




Since 1972, the United States has slipped from second to seventh place in
terms of percentage of skilled workers in the work force. American businesses
are exporting fewer goods requiring technical skills for their manufacture
while, at the same time, importing increasing numbers of products produced by
workers possessing technical skills.

The following statements from research conducted by the Northeast-Midwest
Institute highlight the need for employment education and training:

American Workers face an uncertain economic future. Technology
and foreign trade are making millions of existing jobs obsolete.
The academic and functioral skills of most workers are too anti-
quated for the new replacement jobs that already are emerging.
Neither business nor government is adequately prepared to help
workers with retraining or adjustment assistance. In sum, America
needs, but lacks, a national training strategy.

The absence of such a strategy is a major barrier to America's
economic renewal. Thus we are overlooking critical means to gener-
ate economic growth and strengthen the competitiveness of the U.S.
economy~~-namely, improving the quality of the performance of the
American work force. Yet investment in workers is as essential to
national economic renewal &s investment in improved plant, equip-

ment, and tecanology. After all, more complex machines and more
sophisticated technologies require better trained workers (Choate
1982, p. 1),

The conclusion to the report of the Northeast-Midwest Institute entitled
"Retooling the American Work Force" clearly identifies the need for a viable
employment training policy.

Economic renewal must be the fundamental goal of American
domestic policy at all levels for the balance of this century. 1In
the debate over how to generate economic growth and strengthen the
competitiveness of U.S. industry, one critical means of restoring
productivity growth often is overlooked: improving the quality of
the performance of the American work force.

Even if the nation relies primarily on increased capital
investment and technological innovation for achieving productivity
gains, advanced tachnologi.s and complex machines require highly
skilled workers. Indeed, investment in American workers is as
crucial to economic renewal as investment in improved plant, equip-
ment, and technology.

At this critical juncture in America's economic life, it is
both necessary and possible to use America‘'s human capital as a

major resource for economic renewal. However, if this is to happen,
substantive reform of the nation's employment and training policies,

ingtitutions, and programs is required. Such reform inwvolves more
than tinkering with existing policies, but less than wholesale

change. It calls for a comprehensive, unified approach to



employment and training policy that effectively and coherently
coordinates efforts by all levels of government, the private sgector,
and workers (Choate 1982, p. 46).

Herbert Striner, recognized expert on productivity, made the following
statement: "The wealth of any nation is a well-trained specialized labor
force.™ Yet, according to Striner, "The U.S. has shown itself unwilling to
invest in major training and education efforts to serve the skill needs of our
private and public sectors. This inadequate investment in human resources is
directly tied to our problems of inflation and productivity” (Striner 1981,

Pe 1)0

Robert B. Reich, writing-in The Next American Frontier, identified the
central thrust of the economic development problem and highlighted the need
for long-term strategies to revitalize the economy when he stated, "Everywhere
America has looked, it has seen the symptoms of its economic impasse, but it
has been unable to recognize the actual cause because the roots of the problem
are so deeply embedded in our business enterprises, labor unions, and govern=-
ment institutions®™ (Reich 1983, p. 44).

According to a 1983 survey conducted by Opinion Research Corporation for
The LTV Corporation of over 500 opinion leaders throughout the United States
{business executives, members of the media, labor union leaders, public inter-
est groups, elected and appointed state government officials, and members of
the academic community), two-thirds of this diverse group believe that the
economic changes taking place in the United States today are not part of the
normal business cycle with its periodic upswings and downturns, but are basic
and permanent (Economic Develiopment Today 1984).

Although research does identify the major reasons for econamic develop-
ment problems such as lagging productivity, rapid changes in technology, and a
50 percent change in the job base every 5 years, it is far from conclusive as
to how to revitalize the economy.

Economic Development Models

Economic development has been defined as a set of planned strategies
designed tc attract, expand, and revitalize existing commerce and industry and
to increase the productivity growth rate. As a result, the quality of 1life in
a community, region, or state will be positively changed.

The ability of a nation, state, region, or community to respond to the
challenges inherent in being an integral part of a highly competitive inter-
national market requires careful planning. To be most effective, the economic
development planning process must be customized so as to maximize competitive
advantages. ‘'his planning challenge is particularly acute and complex when
technology is changing at such a rapid pace.

During the past decade, local, regional, and state plans for revital-
izing the economies have been designed and implemented throughout ther
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country. The major goal of many of the plans is to foster and strengthen
commerce and industry retention and expansion efforts by (1) increasing
productivity, (2) decreasing business failures, (3) encouraging entrepreneur-
ship, and (4) creating a favorable business climate through community support.

The most successful models are based on premises such as the following:

® Economic development begins at home. The key is a knowledgeable and
competent local staff and/or regional economic development council
with a well-trained and highly motivated staff.

Economic revitalization will best take place if there is maximum
cooperation and collaboration between and among commerce, industry,
education, labor, and community and government agencies.

Cooperative and collaborative efforts will be most successful when
the participating partners can clearly and fully see how they will
benefit.

Effective private and public sector cooperative arrangements on a
local and regional basis help eliminate duplication of efforts and
minimize the use of scarce resources.

Small business, which generated almost all of the 20 million new
jobs in the past decade, will continue to be the prime creator of
new jobs in America in the next 310 years.

Investment in human resources is the best way to increise innova-
tion, productivity, and quality of 1life.

The most cost-effective way to create new jobs is through training
existing firms as opposed to bringing in new corporations.

Local and regional needs and differences can be most effectively
addressed if given adequate support from private and public sector
organizations--a grass roots model.

Unemployment and economic decline are related problems that will
emexrge in various communities and regions at different times. There
is little need to try to provide supportive services until a
community "hurts enouch® and is ready to address its own problems
and make a full commitment to implement economic revitalization
strategies.

Educational institutions can become significantly more effective in
marketing their services and improving their capacity to provide for
the research, technical assistance, and training needs of commerce
and industry.




® Education plays a key role in the econocmic revitalization scenario
and must make an appropriate commitment.

e The need for government to keep costs down, to create a favorable
tax climate, and to work in partnership with labor and management to
develop strategies for effective international markets has neve~
been greater. (Harris 1984)

The key to economic development is a knowledgeable and competent
local/regional ecoromic develooment staff that has the ability to determine
the needs of commerce and industry and to serve these needs by marshaling the
appropriate resources and agencies.

Figure 1 contains a copy of the state of Illinois management model for
economic development that has enjoyed national attention whereas figure 2
hignlights the four key foundations of economic development. The remainder of
this chapter will be devoted to addressing these four foundations of economic
development, with a primary emphasis on entrepreneurship education as a viable
economic development strategy.

The Small Business Crest in America

President Reagan, in extending greetings at the 1984 Small Business
National Issues Conference, summed up a national sentiment toward small
business when he said, "Small business employs about half of our private work
force, contributes 42 percent of sales, and generates about 38 percent of our
gross national product. Small firms are on the cutting edge of innovation,
providing products, ideas, and opportunities for the future. Small business
is dreaming impossible dreams and making those dreams come true. Indeed,
small business is America™ (Small Business National Issues Conferences 1984
Final Report 1984, preface).

John Sloan, president of the National Pederation of Indepcndent Business,
which represents more than half a million small--and independent-- businesses
in America, while emphasizing the national popularity of small business and
entrepreneurship, said, %"small entrepreneurs are the 'good quys' doing 'good
things® for an economy and society which have struggled over the last five
years. Entrepreneurs are once again believed to be the future: bureaucracies
are for the first time believed to be the past™ (Sloan 1984, p. 1).

Kelley (1984 p. 36) cites the following statistics from The State of
Small Business: A Report of the President, published in 1983 by the
Government Printing Office.

e There are 16.8 million small businesses in the U.S.
e They represent 75.5 percent of all U.S. businesses.

® They created 47 percent of America's new jobs in 1983--2.65 million
jobs—--while industrial America cut 1.7 million.

e They provide 67 percent of initial job opportunities and on-the-job
training.
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Foundation for Economic
Development is Fostering and
Strengthening Business and
Industry Retention and
Expansion

1. Help Increase Productivity

2. Help Decrease Business
Failures

3. Help Encourage and Aid
Entrepreneurship

4. Help Create a Favorable

Business Climate Through

Community Support

SOURCE: Harris (1984, p.8)

Figure 2. Key foundations of economic development
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They are primarily in the wholesale, service, and construction
industries.

e The majority employ 20 or fewer.
e Fifteen small businesses are launched for every ten that fail.

e In 1983, small businesses achieved a new growth record of 12.9
percent.

e Female-owned small businesses are increasing at a rate of 35 percent,
vhile male~-owned are increasing at a rate of only 7 percent.

Today, a major portion of America'’s approximately 16.8 million small
businesses are one-person or family~owned enterprises. Small businesses
employing one or more persons generate most of the new jobs in the economy.
It is well recognized that entrepreneurial activity contributes significantly
to economic development and, for many people, provides self-employment
satisfactions.

The March 1984 U.S. government publication entitled The State of Small
Business: A Report of the President showed that, in terms of creating employ-
ment opportunities, small firms outperformed their larger counterparts during
both the recovery period and the preceding recession. About half of the newly
created positions were in the rapidly growing service industries, with 90
percent of these created by small service firms. From September 1982 to
September 1983, industries dominated by small firms had a net employment qain
of 2.6 percent compared to 1.2 percent for large~business-dominated industries
(The State of Small Business 1984).

Bighty~-five percent of the new Jobs created since 1980 have been in the
Pacific, Northwest, Southwest, South Central, and Mountain regions. The con-
tinued growth of the service sector, outpacing tihe growth of traditional
manufacturing industries, reinforces the necessity for respongive programs to
help workers make job transitions caused by economic dislocation. Small
businesses can have a significant impact in providing job development and
training opportunities for all types of dislocated workers.

The small business sector is particularly important in assisting regional
economic transitions. The president's report found that younger workers,
older workers, and female workers ars more likely to be employed by small
firms than large businesses. A major reason is that small businesses are more
able to provide flexible and part-time working arrangements.

The report highlighted the fact that minority entrepreneurs are playing
an increasingly important role in this recovery.




® The number of minority self-employed workers rose by 43 percent since
1982, a rate 8 percent higher than white self-employed workers.

¢ The number of women-owned firms total 2,300,000, an increase of 10
percent from 1980 and 33 percent from 1977.

® Most women-owned businessec are in retail trade and service
industries.

e New workers entering the work force are also more likely to be women
than men.

e The percentage of women in the labor force is projected to increase
from 42 percent in 1982 to 48 percent in 1995 and will probably
account for nearly two of every three additions to the labor force
over the next decade.

The report from the President of the United States to the Congress on
small business also showed that in 1983 new business incorporations rose by a
record 600,000, indicating that more and more Americans are going into
business for themselves. The previous record, 580,000, was set in 1981.

Between January and September 1983, business starts increased 12,9
percent over the same period in 1982, another sign of the increase in small
business. In terms of job creation, the service industry continued to be the
fastest growing job generator between 1980 and 1981, accounting for about 52
percent (1.2 million jobs) of the total increase in new jobs; small firms
accounted for 89.6 percent of this growth.

Individuals in many states adapted to the 1981-1982 recession by stavting

new businesses. The recession-induced increases in proprietoxrship income are
reflected in the continued increases in self-employment between 1980 and 1982.

Table 1 presents a comparison of the degree of small business employment.

o
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TABLE 1

CLASSIFICATION OF STATES ACCORDING TO
DEGREE OF SMALL BUSINESS EMPLOYMENT

Least Small Average Small Most Smail
Business Employment’ Business Employment? Business Einployment®
Alabama Arkansas Alaska
Connecticut California Asizona
District of Coiumbia Colorado Florida
Georgia Delaware idaho
Hlinois Hawaii Kansas
indiana lowa Minnesota
Kentucky Louisiana Montana
Massachusests Maine Nebraska
North Carolina Maryland New Hampshire
Ohio Michigan New Mexico
Pennsylvania Mississippi North Dakota
South Carolina Missouri Oklahoma
Tennessee Nevada Oregon
West Virginia New jersey Rhode 1sland
New York South Dakota
Texas Vermont
Uah Wyoming
Virginia
Washington
Wisconsin
Note: In 1982, smali firms with fewer than 100 employees comprised 34.6 percent of U.S
employment.

'Less than 30 percent of total employment is in small firms of under 100 employees.
getween 30 and 35 percent of total employment is in small fims of under 100 emplovees
Spore than 35 percent of total employment is in small firms of under 100 employees.

Source: U.S. Small Business Adminisiration, Office of Advocacy, Small Business Data Bave.

SOURCE: The State of Small Business (1984, p. 45)
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Job Creation

The implications of research conducted at both the Massachusetts Insti-
tute of Technology and Brookings Institute on job creation need to be care-
fully analyzed by policymakers. The Massachusetts Institute of Technology
research shows that 50 percent of the jobs in a given area change every 5
years, that 80 percent of the replacement jobs are created by firms with 100
or fewer employees, and that 89 percent of the newly created jobs are in the
service sector (Birch 1979). However, the research conducted at the Brookings
Institute shows that a significant portion of the growing, small establish-
ments are branches or subsidiaries of large firms. "In fact, nearly half of
the establisbments with 20-99 employees are owned or controlled by larger
firms." This means that, in general, the net employment growth contributions
of both small and large businesses appear nearly proportional to their
respective shares of the labor force (Armington 1982, p. 3).

Brookings Institute offers the following recommendations in planning for
economic development.

Although the increase in employment attainable through the
location of a large branch of a major firm is attractive, such
occurrences are relatively rare and unlikely to provide the jobs
needed for economic revitalization or survival. PFurthermore, larger
firms have the financial and managerial resources to shift their
focus to expanding industries and regions while curtailing opera-
tions in declining areas. Thus, an obvious note of caution is due
against over-reliance on large multi-location firms as a foundation
for long-term economic development (Armington, 1982 pp. 3-4).

An intrinsic part of the community, small business is more responsive to
local influences, more willing to adapt to local conditions, and less likely
to migrate to other locations. In addition, the rate of employment growth in
small businesses (8.3 percent) is somewhat higher than in large businesses
(6.9 percent). This suggests that small business might provide better
long-run prospects for increasing job opportunities (Armington 1982).

Some parts of the United States are growing at a faster rate than others.
According to the 1984 small business administration report to the president,
85 percent of the new jobs created between 1980 and 1982 came from three
regions of the United States: the Mountain, Pacific, and West South Central
regions. These regions all contributed a large share of jobs relative to
their share of employment in the United States in 1980 (figure 3) ( The State
of Small Business 1984).

Nationally, small firms with under 20 employees generated virtually all
of the 984,000 net new jobs between 1980 and 1982, with the increase of
2,648,000 jobs in small business offsetting the loss of approximately
1,664,000 jobs in large firms.

At the regional level, some of these offsetting effects were significant.

There were 685,000 jobs lost in the East North Central, West North Central,
and East South Central regions between 1980 and 1982. Small firms with fewer
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than 100 employees generated 310,000 net new jobs to partially offset the job
losses in large firms in these regions. Creation of new jobs by small firms
in stagnant regions during the recession helped thege regions through a period
of economic adjustment (The State of Small Business 1984).

A= Share of US. jobs, 1982
8~ Share of Net New jobs, 1980-1982 Middie New

€. North » .
Pacific Mountain W.North Central  CeNtral ,

Central

Note: The States included in each of the regions are as follows:

New England—Maine, New Hampshire, Vermont, Massachusetts,
Rhode Island, Connecticut,

Middle Atlantic—New York, New Jersey, Pennsylvania.

E. North Central—Ohio, Indiana, {llinois, Michigan, Wisconsin.

W. North Central—Minnesota, lowa, Missouri, North Dakota,
South Dakota, Nebraska, Kansas. .
South Atlantic—Delaware, Maryland, District of Columbia, Virginia,
West Virginia, North Carolina, South Carolina, Georgia, Florida.

E. South Central—Kentucky, Tennessee, Alabama, “Aississippi.

W. South Central—Arkansas, Louisiana, Oklahoma, Texas.

Mountain—Montana, Idaho, Wyoming, Colorado, New Mexico,
Arizona, Utah, Nevada.

Pacific—Washington, Oregon, California, i1awaii, Alaska.
The East North Central, East South Central, and West North
Central experienced an employment loss from 1980 to 1982.

Source: U.S. Small Business Administration, Office of Advacacy, Small Business Data Base.

SOURCE: The State of Small Business (1934, p. 43).

Figure 3. Share of U.S. jobs: 1982 and share of net new jobs:
1980~-1982, by major census region.

15



Economic developers, consequently, are beginning to realize that small
business is the backbone of the economic development potential of any region.
Rather than giving away huge tax benefits to attract large established cor-
porations, these developers are targeting to help new small businesses get
started and to help existing small businesses grow to their full potential.
Governor Celeste of Ohio has targeted a 10-year plan to support entrepreneur-
ship. Following are his five major goals for Ohio:

¢ Transform Ohio into a leading state-of-the-art mamafacturing center,
through an industrial reinvestment strategy.

® Restore Ohio's leadership in agriculture and agribusiness.

e Make Ohio the premier state for stimulating and supporting entrepre-
neurship and small business.

e Target and leverage all available state, federal ard private dollars
toward getting Ohio working again.

e Invest in Ohio's most important resource--its people--through a system
of job training and retraining targeted to industry needs and growth
opportunities (Toward a Working Ohio 1983, pp. 37-38}.

This strategy faces the reality of diversity of job sources in a
community as a barrier to sudden change and job loss. In the recent movement
of major industry to other countries we have learned the hard lessons of
community dependence on a single large industry. Instead, community leaders
must plan for an economic development system that can respond to the dynamics
of change, the opportunities of the marketplace, and the role of small
business.

The Small Business Climate

At a time when the substantial contributions of small business and entre-
preneurs are becoming more apparent and better understood, there are also
efforts being initiated to be more responsive to the needs of small business.
Research is being conducted at state and national levels, small business con-~
ferences are being held, and strategies are being initiated by a wide array of
private and public sector agencies. Participants in the June 1984 National
Small Business Issues Conference identified 41 issues including entrepre-
neurship and independent business ownership and proposed courses of action.
Partly as a result of this conference, a White House Small Business Conference
will be held in 1986 (Small Business National Issues Conferences 1984 Final
Report 1984). The conference will focus on the following nine broad issue
areas:

e Economic policy
e Education and training

e Finance
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¢ Innovation

® 1International trade

e Payroll costs

® Procurement

¢ Regulation and paperwork

¢ Taxation

Preliminary meetings will be held in each state to develop these broad
issues further as they apply to local problems and to elect delegates for the

national conference.

Characteristics of Small Business Owners

Who are these entrepreneurs who will be so essential to our economic
development policies? In order to anhance the growth of existing business and
pramote development of new ventures, it is critical to understand the personal
and environmental characteristics that affect their success in the
marketplace.

Small business owners come from all types of backgrounds. They are
vastly different from the corporate manager. A Purdue University study found
three distinct types of individuals who go into business for themselves
(Kelley 1984):

® The technical expert. This small business owner knows the product or
service intimately. He or she can design, create, and perform at a
high level of proficiency.

¢ The independent individual. Many creative people cannot function well
in a corporate setting but thrive on their own. In fact, many
successful small business owners who sell their businesses start new
ones to avoid having to work in large corporations.

® The growth-oriented person. This individual starts & businesgs to
reach financial or growth goals, a popular entrepreneurial motivation
among retired persons. (p. 39)

Kelley goes on to cite articles that discuss the characteristics
successful business owners share. Entrepreneurs must be--

e intellectually creative.
e impatient with bureaucracy.

e self-confident.
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e esteemed by his or her employers.

® articulate.

¢ fanatical about fundamentals.

e attentive to finances and operations.

e involved in every aspect of the business.

® supportive of experimentation.

e able to think like his or her customers think.

e able to develop and motivate employees and tie incentives to
performance.

e persevering.

o committed to heavily relnvest in the business and focus on long-term
results.

e able to create an environment conducive to cutstanding work.
o healthy and energetic.

e street smart.

¢ self-reliant, self-motivating, and achievement oriented.

¢ able to measure success by results and current achievement against
previous achievement rather than by someone else's achievement.

e able to perform without peer approval.

e tolerant of ambiquity.

e able to enjoy and use power wisely.

® able to concentrate.

e resilient.

® accessible to employees, customers, and the community.

® able to maintain a problem-solving attitude in a crisis.

Research conducted by the National Federation of Independent Businesses
at Purdue University presents some interesting challenges for educational
decision makers. "There are some who think that people who start businesses--

entrepreneurs--are ‘born, not made'. Yet, the study of company founders
suggests that a variety of experiences which people have may make them more or
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less likely to start their own businesses. These experiences may involve
their families, or take place in school or on the job"™ (Cooper 1983, p. 2).

Figures 4 and 5 visually present the highlights of the research conducted
on the personal characteristics of new business starters and the career
patterns of business starters. This information highlights the fact that
entrepreneurship education must be a lifelong process and that entrepreneurs
do have a need for training and education. Althougl peopie of all ages start
businesses, many are in the age range of about 25 to 40. Also it is important
to note that 40 percent have only 2 high school degree or less (Cooper 1982).

Parents Owned 8 Businéss

Foreign Stock

High School Degree or Less

Coliege Degres or More

Age 30 or Less

AQe 41 or More

|
Seurce: Cooper eng Dunhetberg »
A Now Look 8t Business Entry. Percent
Experionces of 1608 Entiprencury

SOURCE: Cooper (1982, p. 2). Reprinted by permlission of NFIB Research and
Education Foundation.

Figure 4. Personal characteristics of new business starters




Two FuliTime Jobs or Less
Supertvised Managers
Never Had Subordinates
Prior Org.: < 100 Employees
Prior Org.: Non—Profit or None
“Pushed” from Prior Job

Customers Different in Prior Job

ProducteServices Ditferent

Seurce: Cooper and Dunkeiberg
A Now Look st Business Entry:
Exporionses of 1008 Entvraproneurs

SOURCE: Cooper (1982, p. 4). Reprinted by permission of NFIB Research and
Education Foundation.

Figure 5. Career patterns of business starters: prior experiences
The 1983 President's report on small business contains important
information about small businessa2s' potential training and education needs.
Kelley summarized these needs as follows:
 ® "Small businesses often suffer from a lack of resources.

e Employees usually are not specialists; each does several jobs and
gains far broader experience than most employees of large
corporations.

® Personnel and training departments rarely exist.

® Priorities are based on short-term needs and not on long-term
planning. The owners manage their businesses reactively rather than

proactively.

e Employees remain with small businesses for longer periods of time and
for lower salaries if they believe they are growing with the Jjob.

e Poor management is the number one reason small businesses fail.

e Successful small business owners are active in community service and
professional organizations.



A small business's first years focus on survival; in their first year 50
percent of all new businesses fail, and by the 10th year, between 80 and 90
percent have failed. The fourth y2ar seems to be a milestone in establishing
the business. Visibility, name recognition, and finances usually are secure by

then, and the business can focus on maintenance and growth" (Kelley 1984, pp.
36~37).

These data have far-reaching implications for entreprene.-rial education.
1f educators are to serve this major portion of the current and future employ-
ment sector, they must devise some new strategies (Kelley 1984).

Asgsisting Entrepreneurs

Unlike large corporations, smaller businesses and new entrepreneurs
generally tend to remain where they live. The key issue for them is whether

or not the local environment is conducive to making a decision to expand or
start up.

Vesper (1983) gummarizes the following forces that influence the decision
to start a business:

e Pushes. Pushes are negative aspects of present employment that cause
individuals to look for something else, either another job or a start

upe An individual may be discontent with current employment or even
out of work.

e Pulls. Pulls take different forms. Entrepreneurship may be viewed as
a path for pursuit of occupational happiness--the lure of indepen-
dence, and the chance to pursue an idea, seize an apparent market
opportunity, or be fully rewarded for performance.

e Barriers. Characteristics of t-e individual and the environment that
inhibit start-up can range from the lack of a viable idea or technical
skills to the lack of seed capital and capable local labor.

e Environmental Helps. Characteristics of the local enviromment that
support start-ups are as follows:

Market contacts

Local incubator companies
Capable local labor force
Technical education and support
Supplier assistance and credit
Local venture capitalists
Venture~savvy bankers

Capable local advisors
Entrepreneurial education
Successful role models

In addition to these locational factors, other studies include the
presence of support services such as education and training, research, and a
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supportive fiscal and regulatory climate as important forces for an entre-
preneurial economy.

New economic activity derives most often from an economic function. New
enterprises often form to seize a local market opportunity--providing a new
product or serving as a local supplier to a large company, public or non-
profit institution. It is safe to say that the businesses that are doing well
in a particular community give the best indication of its competitive
advantage (ibid.).

Finally, it is appropriate to explore two potential support systems that
can make a difference in the success of small business and the economic
development of any given community, region, or state: incubators and entre-
preneurship education.

Incubators Shelter New Entrepreneurs

What may be one of the most accessible and, potentially, the most
effective local economic development strategies is also wvery risky. Studies
show that small businesses are the least stable employers. According to most
analysts, approximately half of all small businesses fail within their first
year or at least go out of business.

The high death rate among small businesses has many explanations. The
two most often targeted areas are undercapitalization and poor management.
Por a number of years, community groups and local governments have addressed
these problems with financing programs, subsidized development costs, tax
abatements, business assistance, and so on. But these services have not
always been as effective as they hLoped.

Cost and accessibility of these services are the main problems. Often
housed in one or more central locations in a city or community, people running
businesses outside the central areas found it difficult to use them regularly.
In addition, fees for some of these services were often more than a fledgling
entrepreneur could afford.

The concept of business incubators is a natural outgrowth of these trends
and practices. They are packaged and focused differently to make a greater
impact on the development of small husinesses in a particular community.
Business incubators are designed to meet the needs of entrepreneurs--coor-
dinating services and financial resources and reducing the costs and risks
that all new businesses face.

The hope is that concentrating on a few businesses will increase their
chances of survival. By having services on-site, they should be more effec-
tive at serving small business needs. By offering rent and services below
market rates, undercapitalized firms may make their dollars stretch farther.
By putting a number of small businesses in one building, they can benefit from
one another’s presence, both by reducing the costs of common services and
sharing their ideas and experiences. With these advantages the risks to

22

29



lenders and investors are reduced, allowing small businesses to obtain the
capital they need ito weather the first few years in business.

The concept can be adapted to meet the purposes of a comminity by using
local resources. Community groups interested in job creation for unemployed
residents may focus on nurturing manufacturing firms with lower costs and some
minimal local hiring requirements. Cities interested in revitalization of
commercial areas may undertake a retail incubator. Educational agencies may
want to make use of their faculty, students, and research facilities to bring
about new products and technologies and to provide practical experiences for
their students. Communities with abandoned plants may find a productive use
for these highly visible and discouraging properties. Public schools that are
standing partly empty may wish to support their community and use adult edu-
cation funds to develop new business in the community and jobs for their stu-
dents. Incubators truly serve many purposes.

Business incubators seem to have a certain appeal to many potential pub-
lic, nonprofit, and private developers. This concept has attracted many
because business incubators are relatively small, yet they hold much promise.
They are also attractive to tae public, the media, funders, and investors.
They seem rather logical and obvious, like any good idea once it is clearly
articulated. In any event, the number of these facilities has leaped in the
past few years, and curiosity about them soars. From about 80 of these
incubators known in the United States in 1985, the SBA predicts the
development of thousands of incubators in the next 5 years.

Benefits of Small Business Incubators

An incubator is a facility with adaptable space, which small businesses
can lease at a reduced rate and on flexible terms. Typically, support ser-
vices are available on an as-needed basis. Financial assistance or management
and technical assistance services may also be offered. Most incubators limit
the amount of time a tenant may occupy space in the facility; this period
usually ranges fram 2 to 5 years. Some local economic development agencies
offer space in nearby industrial parks to businesses that have "graduated”
from the small business incubator.

An incubator can reduce the obstacles to new business formation and
expansion by the following:

e Offering below-market-rate space on flexible terms
e Eliminating building maintenance responsibilities

e Allowing tenants to share equipment and services that would be other-
wise unavailable or unaffordable

e 1Increasing entrepreneurs® awareness of and access to various types of
financial and technical assistance that may be available
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e Providing an environment in which small businesses are not alone,
thereby reducing the anxiety of starting a new business as well asg
offering incubator tenants an opportunity to give each other business

e Increasing the business tenants® visibility

The community also benefits from establishment of a small business
incubator by the following:

e Transformation of under-utilized property into a center of
productivity

® Creation of opportunities for public-private partnerships
® Diversification of the local economic base

e Enhancement of the locality's image as a center of innovation and
entrepreneurship

® Revitalization of the immediate surrounding area

e Increased employment opportunities (Small Business Incubators Resource
Summary 1984, pp. 1-2).

Essential Dimensions of Incubators

According to the authors of Starting a Small Business Incubator: A Hand-
book for Sponsors and Developers, incubators can differ in many ways, but five
esgential dimensions of development and operation are generally found among
existing incubator facilities: (1) sponsor and development objective(s); (2)
building type and location; (3) tenant composition (target market); (4) rent,
fee, and graduation policies; (5) range of support services. The document
describes these dimensions as follows.

e Sponsor and objectives. Incubator facilities have been started and
operated by cities, counties, regional authorities, large
corporations, small companies, universities, community colleges, area
vocational centers, chambers of commerce, not-for-profit development
groups, and private real estate developers. Motivations for
involvement in incubator projects include one or more of the
following: profit, utilization of vacant buildings, job creation,
urban redevelopment, marketing outlets for sponsor products and
servicesg, general economic and business development, or some
combination. Although many of these common objectives are
complementary, they are also potentially in conflict, and incubator
developers need to keep their goals and priorities in mind at all
times.

e Building type and location. Incubators have been located in depressed

urban industrial environments, retail shopping strips, near
universities, on community college and vocational center campuses, in




industrial and science parks, and in small towns far removed from
metropolitan areas. Most operating incubators are in older, renovated
manufacturing or warehouse structures, although some new buildings
have been constructed to house incubator facilities. These tend to be
private-gsector owned and operated. The physical layout, architectural
and rehabilitation cost, subdivision of space and utilities, and
furnishing of common areas and individual spaces all affect the cost
of the project and the rents and fees that tenants have to pay.

Tenant composition (target market). Incubator sponsors often designed
the facility to attract tenants in particular industries or with
well-defined physical needs that the building provides (e.g., wet
laboratory space or a railroad spur). One popular perception is that
incubators are for high technology start-ups, and a large number are.
Experience has shown that most private sector incubator sponsors
(e.g., Control Data, Technology Centers, Inc.) design projects
specifically for technology-based ventures to capitalize on the
potentially high growth and returns within high-tech industries.
Educational agency-connected incubators also have adopted this
orientation to take advantage of potential synergies between firms and
the institutions®' educational, training, and regearch capabilities; to
provide entrepreneurial opportunities for faculty, staff, and
students, and to provide training and job opportunities for students.

However, many incubators have achieved spectacular results with low or
no-tech occupants in mamufacturing, assembly, service, wholesale, and
retail industries. Although most facilities use some leasing criteria
and screen potential tenants, some have succeeded by initially renting
to anyone who was interested. This demonstrates the potential danger
of overmanaging uan incubator project when local economic and
entrepreneurial environments make such control inappropriate.

Although the incubator concept is aimed at new, start—-up businesses,
several project directors have found it advantageous to include

" egstablished firms in their tenant mix. These companies can provide
more reliable cash flow, afford higher rents, and stabilize the
facility during the potentially lengthy lease-up period.

Rent, fee, and graduation policies. Incubator leases may be uniformly
structured with prespecified rents or handled case-by-case according
to the individual firm's circumstances and needs. It is not uncommon
for an incubator director to defer or restructure rent oblications due
to unexpected business downturns or upswings. Some sponsors may
accept an equity position in the tenant firm as part of the tenancy
agreement.

Base rent in an incubator may or may not include utilities and a
common core of services with unlimited access. Many services and
businegs machines are provided on a fee basis so that firms pay for
only what they use. Incubator sponsors often price their services at
or below cost in order to minimize tenants' overhead. Some
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project directors have developed sophisticated accounting procedures
for establishing service fees and options and negotiating fees.

Of course, the rent and service price levels set are influenced by the
cost of acquiring, renovating, and operating the facility and the
sponsor's expected return on investment. Public sector sponsors may
wish to subsidize the facility's operating costs after determining
that the marginal logs on rent or services is less than the benefit of
reducing tenants' operating expenses, although this is appropriately a
public policy question. Incubator sponsors should pay close attention
to the decision to get feesg at, below, or above the coet of providing
space and services. The result directly affects the fortunes of the
tenant businesses and the achievement of the project's long-term

goals

e Range of support services provided. There is a nearly infinite number
of service combinations that sponsors can offer tenants in incubator
buildings. Most new and small firms do not generate a sufficient
volume of business to justify full-time administrative help, and such
needs can be provided centrally by the sponsor. These normally
include typing, stenographic, copying, mailing, shipping, phone
answering, and reception services. Conference rooms, business and
technical libraries, credit reports, insurance, and joint purchasing
arrangements are amenities also provided by incubator facilities.

Some incubator managers may contract or arrange for professional
services, consultants, or other business development regources through
private and public sector organizations or programs. It is important
for the incubator director to have working relationships with public
officials involved in business development so that tenants can be
referred quickly to aprropriate assistance sources. (U.S. Small
Business Administration, Region V, and the Office of Private Sector
Initiatives, and the Illinois Department of Commerce and Community
Affairs 1984, pp. 5-7)

The opportunity for education to assist in providing these services is
most evident. Cooperative vocational education students can be placed either
with the administration or with the small business owner. Customized training
can be provided together with management and technical assistance. The
potential for serving as a clearinghouse is also available for creative
vocational administration. The directors of many incubators would welcome a
viable working partnership.

The SBA's Office of Private Sector Initiatives provides the following
services for incubators:

e A national clearinghouse of information on small business incubators

e A national database on incubator projects around the country (in
progress)

® Specialized conferences and educational programs on developing and

managing successful incubator facilities, designed to reach an
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audience of small businesses, potential incubator sponsors or
investors, economic development professionals, and state and local
officials

e Technical assistance to communities or organizations sponsoring small
business incubator projects

e A promotional campaign to increase corporate awareness of the role
incubators can play in a strategy to support local community and
economic development

e Speakers or speaker referrals for small business and economic
development conferences held by other organizations interested in
incubators

e Publications to promote and share information on small business
incubators, including the following:

=~ Incubator Times, a newsletter designed to promote and share
information on small business incubator initiatives nationwide

-=~ "Resource Summary on Small Business Incubators."™ Includes major
incubator studies, an incubator overview, and other contact
organizations

-~ Starting a Small Business Incubator: A Handbook for Sponsors and
Developers

The SBA's Office of Advocacy/State & Local Affairs provides up-to-date
information on state and legislative initiatives to promote small business
incubators. '

The SBA Financial and Management Assistance Programs provide a variety of
assistance programs available to small business incubator tenants, including
SCORE/ACE (Service Corps of Retired Executives and Active Corps of
Executives), Small Business Institute (SBI); Small Business Development
Centers (SBDC), and various small business loan programs. For information on
these programs contact your local SBA District Office and request "“Your
Business and SBA," OPC Pamphlet No. 2.

The current level of interest in the incubator concept is intense, as
evidenced by the increasing frequency of reports of new projects. Those
seeking further information on local experiences with incubators and
development of incubator facilities are directed to the publications and
information sources in the reference section of this publication. Also
included are seiected references to reports and articles on small business
formation and development and contact information for organizations and
individuals that monitor incubator activity.
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Entrepreneurship Education: "The Seed
of Economic Development"”

Education for this nation's entrepreneurs is needed. Small business men
and women confront a myriad of difficulties, and they often feel all alone
against the world, single-handedly fending off bureaucrats and competitors.
They need specialized information about their business as well as general
knowledge about why and how small businesses succeed and fail. Wwhat they need
is to be a part of an entrepreneurship education network to increase their
visibility. Small business leaders are busy reacting to events that are
largely beyond their control. They are so busy that they are largely invisi-
ble to the general American public.

Americans have been brought up to think big when they think business, but
many of the true heroes of American business today are the buccaneers in small
business. The small manufacturers and producers of business services are
especially vital as they translate the new technologies into consumer products
and employment opportunities. Working largely on their own in an incredibly
fast-moving and worldwide business situation, they have to match wits on prob-
lems, technologies and opportunities against other individuals around the
world. This is no place for the bored or the lazy.

But how many Americans know either what small business owners are doing
or how important it is to the nation that they succeed? Particularly, how
many students in high school know about opportunities for adwventure, indepen-
dence, challenge, bankruptcy, and good income open to the small entrepreneur?
Do education institutions emphasize education only for jobs in big business
and the professions? They should at least consider bringing the successful
small business man and woman to the schools to tell their stories and their
visions.

Historically, a variety of organizations have developed programs to pre-
pare people for new venture creation. But there have been limited opportuni-
ties to build networks to deliver education and training appropriate for the
dif ferent types of entrepreneurs. Wwhat is needed is a realistic, coordinated
plan that would bring together programs that affect entrepreneurial education
to one degree or another. The result would be coordination among agencies
that now frequently work at cross—purposes and greater efficiency in the
expenditure of public funds. A plan could provide the framework under which a
range of public and private sector agencies--commerce, industry, labor,
government, and education at all levels--could work together toward economic
development goals that they otherwise could not achieve alone (Illinois
Department of Commerce and Community Affairs and U.S. Small Business
Administration 1984).

Over 20 states are in the process of creating state entrepreneurship
education networks in affiliation with the National Entrepreneurship Education
Network at the National Center for Research in Vocational Education.
Entrepreneurship education, as visioned by the mcmbers of the Natiocnal
Entrepreneurial Education Network, is a comprehensive program designed to
serve the diverse needs of a broad population base. The Lifelong
Entrepreneurship Education Model that was developed at the National Center for
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Research in Vocational Education has been adopted by the state
entrepreneurship education networks. Following are the 5 stages in the
entrepreneurship education model (figure 6):

Stage 1--

Stage 2--

Stage 3--

Stage 4--
Stage 5--

The model

Entrepreneurship career awareness, basic skills, and economic
literacy

Entrepreneurship interest and competency awareness

Creative application of occupational skills and entrepreneur-
ship competencies

Entrepreneurship venture development
Long-term expansion/redirection

is designed to illustrate that entrepreneurship is developed

over an extended period of an entrepreneur's life and does not take place in
any one setting or at one specific time. The mod2sl defines the difference one
would expect to seze in varied types of entrepreneurial programs. Ancther
strength of the model is that it also indicates the importance of defining a
number of important needs and learning processes before infusing
entrepreneurship into any education program. It demonstrates the number of
different outcomes from different iypes of entrepreneurship education, and it

sets the stage

for cooperation between all types of organizations that provide

education and training for small business development.
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EDUCATION AND TRAINING DEVELOPMENTAL NEEDS OF

STAGES ENTREPRENEURS
Stage 1
Entreprensurship career ® to gein prerequisite basic skills
awareness, basic skills, and ¢ ® to identify career options

economic literacy

¥

® to understand free enterprise

Stage 2
Entrepreneurship interest e tc bs aware of entrepreneurship
and competency awarensss compaetencies
® to understand problems of employers
Stage 3
Creative application of ® to apply specific occupational training
occupational skills and ® to learn ¢ntrepreneurship competencies

entrepreneurship compaetencies to learn how to create new businesses

O

NEW VENTURE COMMITMENT
Stage 4
Entrepreneurship venture ® to be.. me self-employed
development ® to develop policies and procedures for a

new or existing business

Stage 5
Long-term expansion/ ¢ ® to solve business problems
redirection ® to expand existing business effectively

SOURCE: Ross et al. (1984, p. 6).

Figure 6. A framework for lifelong entrepreneurship education




Putting the Model to Work

Figure 7 contains a proposed national management model for entrepreneur-
ship education that is based on the need for creating partnerships through
networking at the local, regional, state, and national levels. The process-
oriented model is driven by top-down support and bottom-up commitment
concepts. This management model, if adopted, would create an effective
communications tool for building private and public sector partnerships
through networking. It would also help to serve as a means of expanding the
existing entrepreneurship education structure.

To assist in the creation of entrepreneurship education at local,
regional, and state levels, a strategic plan has been developed that can be
used to facilitate program development. This plzn for marketing entrepre-
neurship education is illustrated in figure 8.

This strategic plan is very similar to the system used by leading
corporations and is increasingly being used by public agencies to facilitate
long-range planning and implementation. It incorporates both the management
model for economic development (figure 1) and the proposed national management
model for entrepreneurship education (figure 7) into a coherent and comprehen-
sive plan for the delivery of entrepreneurship education at the local,
regional, state, and national levels. The key element of the strategic plan
is to build the leadership commitment and support that is so essential to
developing partnerships for entrepreneurship education.

A number of states are now in the process of creating state action plans
for entrepreneurship education. Listed below are the first year's accomplish-
mente of the State of Illinois Entrepreneurship Education Task Force.

o Identified and studied existing entrepreneurship education programs
throughout the state and nation

o- Identified and studied existing organizations (public and private)
involved in the delivery of programs that prepare and upgrade the
competencies of entrepreneurs

e Served as an advisory body for existing entrepreneurship education
activities

e Identified what was needed (i.e., resources, programs, cooperative
relationships) to achieve the mission of the task force

e Served as a catalyst for identifying and creating a permanent
management body to promote and implement entrepreneurship education in
the state of Illinois

e Provided initial leadership to help transfer the respcnsibilities to
the permanent management body for entrepreneurship education

e Developed "An Action Plan for Entrepreneurship Education in Illinois"
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Figure 7. Proposed national management model for entrepreneurial education
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The task force made fonr recommendations that, if implemented, would serve as
viable long-term strategies for implementing entrepreneurship education.
Briefly, the task force recommended that an entrepreneurship education
management body be organized and headed by a facilitator. The management body
would develop a strategic plan and provide the resourc2s necessary to carry
out that plan. A copy of the document entitled "An Action Plan for
Entrepreneurship Education in Illinois"™ is presented in chapter 4. 1t
discusses the 4 recommendations in more detail. This state action plan
clearly illustrates that entrepreneurship education is a viable economic
development strategy.

An Investment in Entrepreneurship Education

The Illinois Office of Education Department of Adult, Vocational and
Technical Education has funded a project to .establish inservice and preservice
teacher education programs in entrepreneurship education. This
entrepreneurship education research that was conducted at Northern Illinois
University should enjoy substantial support from a wide array of agencies.
Listed below are some of the procedures that were followed in the first year:

e Conduct training programs in entrepreneurship education for adults.

e Develop criteria for identifying exemplary entrepreneurship teacher
education programs.

e Conduct inservice and preservice entrepreneurship education teacher
education programs to train SBA certified counselors.

e Conduct a preservice and inservice course entitled "Instructional
Materials and Strategies in Entrepreneurship Education."

e Prepare resource listing ongoing entrepreneurship education programs
. in the state of fllinois.

e Provide technical assistance for preparing entrepreneurship education
programs to become exemplary demonstration sites.

During 1985 and 1986, the research and development activities will be
expanded at Northern Illinois University.

The Challenge in Perspective

There is little question that small business currently plays a signifi~-
cant role in the economy of the United States. Small business will continue
to help restore competitiveness by helping to improve technology utilization,
management practices, labor relations, education and training, and capital
investment.




In 1840, Alexis de Tocqueville provided one of the more interesting
observations ever made about the American economy. He wrote: ". . . what
most astonished me in the United States is not so much the marvelous grandeur
of some undertakings as the innumerable multitude of small ones" (de TocqiLe-
ville (1972, p. 157). Should an equally observant Frenchman visit this land
in the year 2040, he would make a similar observation.

The ability of economic development decision makers to capture the
"entrepreneurial spirit™ may well provide the answer. The unique proven
advantages of small business (such as creating 80 percent of the new jobs,
being 2.4 times more productive per employee, being 24 times more productive
per dollar of research and development expenditures, flexibility, willingness
to take risks, and being responsive to the needs of employees and communities
they are serving) must be fostered through effecti.ve private and public sector
partnerships. There is no single magic solution that will end the econamic
problems, but that should come as no surprise. The gtrategies that are
needed, both private and public, are complex and difficult. Success will
require imagination, cooperation and hard work. However, the contributions of
small business will continue to be significant. Anv econcmic development
model in the decades ahead must be sensitive to and responsive to the
contributions and barriers of small business and entrepreneurship.

The Role of Entrepreneurship Education in the Future

An exciting and challenging rol2 for entrepreneurship education is emerg-
ing in the final decades of the 20th century as more and more Americans are
deciding that only through ventures of their own can they achieve the kind and
quality of life they envison for themselves and their families. It is no
longer news that small and new businesses provided most of the 20 million new
jobs generated between 1970 and 1980, a trend that has persisted throughout
the eighties despite the recent recession period. Small businesses have been
a major source of jobs for a wide cross section of workers: the young, the
old, part-time workers, and the cyclically unemployed. As the American econ-
omy goes through structural changes, small firms are exhibiting the imagina-
tion and flexibility needed to adapt to these changes and are providing jobs
for many workers who are finding themselves displaced. Likewise, education
during the 1980s is being called upon to play a key role in the promotion of
entrepreneurship education as a viable economic development strategy.

Because the government in the most recent decades has tended to view
Americans asz employees and consumers rather than as entrepreneurs and pro-
ducers, the climate for small independent ventures has deteriorated.

The owners of America‘s small businesses are learning that they must
participate more in the formulation of government policies and make their
views known, not only to benefit small business but to benefit the nation as a
whole. The recommendation emanating from state and national conferences on
small business have encouraged the development of entrepreneurship education
programs. These programs should entail initial education, continuing
management assistance, and some means to update specific competencies. The




small business delegations also called for the development of curricula on the
American economy in primary, secondary, and postsecondary schools. These
should familiarize young Americans with basic econamic, business, and
entrepreneurial principles. Such recommendations envision a partnership
between and among education, commerce, industry, labor, govermment, and
community~-based agencies. They should foster and strengthen regional economic
and human resources that will result in improved economic conditions.

The frontiers are wide open for vision and hard work in entrepreneurship
education. Whether America fields a world-class team of small business
leaders is of no small concern to all of us. These leaders, more than the
leaders of the older businegses, will determine the standard of living that we
and our children shall enjoy.

Hopefully, entrepreneurship education is not just ancther new educational
program that disappears in a few years. Entrepreneurship education can make
major contributions to economic development if done effectively and effi-
ciently. The U.S. Department of Education and the National Center for
Regearch in Vocational Education have provided the initial entrepreneurship
education leadership. Time has now come for local, regional, and state
agencies to move forward.
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CHAPTER 2
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Since 1970, New York State's economy has experienced a dramatic
transition. The state has led the nation in converting from an economy based
on the processing of materials to an economy based on the manipulation and
management of information. The state has adapted to a tenfold increase in
energy prices, to abrupt changes in the inflation rate, to dramatic shifts in
world trade patterns, and to the widespread application of the microchip.

This complex process of adaption led to periods when population and
employment declined and when many communities suffered the consequences of
major plant closings. By most traditional economic indicators--employment,
income, or output--the state's economic present and future looked bleak. But
the aggregate numbers concealed a vital source of strength in the state--its
entrepreneurs. In large corporations and in their own enterprises,
entrepreneurs have been willing to take risks, to innovate, to introduce new
products and new ways of doing things, and to explore new markets. They have
proved as important in the emergence of the information-based economy as they
were to-the emergence of the mass production economy earlier in this century.

The importance of the entrepreneur and the underlying vitality of New
York's economy have often been overlooked. Traditional economic theory has
emphasized complex mathematical models rather than a realistic representation
of the process of economic development. As a result, policies based upon
those models tend to emphasize industrial recruitment rather than
entrepreneurship. This paper describes the critical role played by
entrepreneurs in creating new economic opportunities and outlines ways in
which state education policy can be used to promote a more entrepreneurial

economy .
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Entrepreneurship and Economic Development

The entrepreneur is the driving force behind econamic development, yet is
ignored by most economists when they analyze the economy and make policy
recommendations. Economists often focus on macroeconomic statistics such as
gross national product (GNP) and total employment and overlook the
extraordinary structural changes through which the economy passes and the
dynamic way that the economy adapts to changes in the economic environment.
Looking behind these statistical aggregates reveals a healthy and flexible
economy propelled through difficult times by the imagination and risk taking
of its entrepreneurs.

Job Creation

In recent years, national employment has expanded, on average, by 2
million jobs annually. This growth was not simply the result of the creation
of 2 million new jobs, but of the loss of 4 million existing jobs offset by
the creation of 6 million new ones. During an average year, 2 million people
lost their jobs when the firms that employed them cut their payrolls, and
another 2 million jobs were lost in firms that went out of business. But off-
setting these job losses were 3 million jobs created in brand new companies
and additional hiring of 3 million by existing firms--mostly by highly
entrepreneurial small businesses. Existing and new small businesses--those
enterprises employing fewer than 20 people--have been respongible for more
than half of all new jobs. In contrast, few jobs in any state or region--at
most 3 or 4 percent--were created as the result of businesses relocating.
Small businesses, which compromise the most wolatile sector of the economy,
are much more likely than large firms to experience a very large percentage of
change in their work force. While they are major creators of jobs, these jobs
may be less stable.

As the pace of economic change has accelerated over the past decade, the
importance of new businesses in the job creation process has grown. The
annual rate of business formation has increased from about 200,000 in 1970 to
over 600,000 today. There has been a corresponding increase in the rate of
business failures--new businesses are more vulnerable than established
buginegses since entrepreneurs are experimenting with new goods, new methods
of production, and new markets. However, a high businegs failure rate is not
a2 sign of economic malaise, nor is a low rate a healthy sign. The failure
rate moves in step with the start-up rate. 1In 1975 at the depths of a very
deep recession, the business failure rate in New York City was below the rate
in booming Houston. Growing areas grow not because they have a low failure
rate but because the rate of job creation in surviving firms is high.

Between 1972 and 1982, the United States generated nearly 20 million new
jobs=--a 20 percent increase in employment. Employment in the much-vaunted

Japanese economy increased by only 12 percent, in Germany by 4 percent, and in

Britain and France almost not at all. Despite conventional wisdom, the past
decade has not been a period of economic stagnation but one of far-reaching
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change. Z2lthough labor productivity did not grow as rapidly in the United
States as in Europe, this reflected the large number of new labor force
entrants who needed on-the-job experience or formal training rather than some
deep~-seated economic malaise.

Labor Force Changes

In addition to this dynamic process of job creation, there were extensive
changes among existing jobs, reflecting the changing skills of the work force
and the changing demands for labor as new products were introduced and new
technologies employed. An entrepreneurial economy requires a highly flexible
work force. Each year about 15 million workers experience a spell of
unemployment, and another 10 million change jobs. About 4 million people will
retire. The labor force is in a continual state of flux, which is not
captured in the simple statistic of total employment.

More people are becoming entrepreneurs. Today one person in six is
either self-employed or heads a business, and nearly one new job in four is
either the head of a new business or self-employment-~-more than double the
share 10 yeurs ago. By comparison, employment in the 1,000 largest corpora-
tions listed by Fortune magazine, accounting for about 40 percent of all cur-
rent jobs, actually declined in the last decade.

Even those employees who are not entrepreneurs will have to learn to
behave more entrepreneurially because the nature of jobs is changing. A
worker is twice as likely to have to learn a new skill or a new occupation in
midcareer today than 20 years ago and the complexity of skills needed in some
industries has increased dramatically.

Financial Sector

Financial data also point to the importance of small and new businesses.
The dismal track record of the share prices of the nation's large mamufactur-

ing corporations has depressed the overall stock indexes but is not indica-
tive of the overall financial performance of the nation's entrepreneurs.

The inflation-adjusted value of shares traded on the New York Stock
Exchange increased only 9 percent in the decade beginning in 1973. But the
New York Stock Exchange index measures what is happening to America's larger
and most-traded firms, not what is happening to new and small businegses--the
entrepreneurial economy. Their story was quite different.

An index compiled by Venture Economics magazine of the stock value of 100
new corporations roge from 100 in 1973 to 530 today, a highly respectable 7
percent anmial growth rate after adjustments for inflation. Venture capital
corporations averaged a 25 percent rate of return on investments during the
late 1970s and early 1980s. 1In the midst of the 1982 recession, INC magazine
had no ‘difficulty finding 100 companies with sales growth rates that had
exceeded 60 percent annually for the previous 5 years.
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Innovation and Invention

Individuals-~-working alone or in small businesses--have been respon-
sible for more than half of the most important inventions of this century,
from the automatic trangmission to the desktop computer. Small businesses
provide an environment that many find more flexible and rewarding than larger
corporations. Small businesses are also responsible for a larger share of
innovations (products or services tl.at translate an invention into a viable
commercial product) than their share of total sales or employment. By one
estimate, firms with fewer than 100 employees produce 4 times as many
innovations per dollar spent on research and development as medium sized-firms
(101 to 999 employees) and 24 times as many as firms employing over 1,000
people.

Adaptation

The American economy in the last decade accommodated a massive increase
in the labor force and a burst of new technologies, as well as adapting to the
energy crisis and the emergence of unprecedented international trade
competition. It has achieved this adaptation more effectively than any other
economy because it is richly endowed with entrepreneurs. And although some
industries have shrunk and many workers have lost their jobs in the process,
the economy as a whole has been enriched by the creation of new opportunities.

In 1970, a 1 percent increase in GNP was associated with a 1 percent
increase in energy consumption. Today, that ratio has been cut by two=thirdse
--an adjustment that has required countless new devices and innovations in
ways of producing goods and services, innovations brought to the market by
entrepreneurs.

Although the U.S. economy has been portrayed as an ailing giant in recent
years, it has actually been dynamic and responsive. The dramatic increase in
entrepreneurial activity is creating new opportunities for sales and invest-
ment, as well as employment.

The New York Economy

The entrepreneur has been as important--and as hidden--in the
transformation of the New York economy as in the national economy. The
Northeast--and particularly New York and Massachusetts--is leading the nation
in the shift toward a service and information-based economy. Today, less than
22 percent of the state's work force are employed in manufacturing or
construction, compared with 24 percent in California and 25 percent
nationwide.

The New York City economy, originally built around trade and small-scale
manufacturing, now hags more jobs in finance, insurance, and real estate than
in manufacturing. Legal services have become its largest export industry--
surpassing apparel in 1982,
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The impor’adance of entrepreneurs in helping an economy change can be
judged from a comparison of job creation patterns among regions. A Brookings
Institution study found that, between 1978 and 1980, firms employing less than
20 people were responsible for 80 percent of the new jobs in the Northeast and
only 40 percent in the West. In New York, small firms have provided jobs for
those whose positions were loat in older, larger firms.

Economic transition is extraordinarily painful to some. Skills patiently
acquired over many years have been made obsolete overnight. Communities have
shrunk as their major employers close down. Service firms have failed as
demand shrinks. But there is another side to these statistics. The North-
east's increase of 140,000 jobs between 1970 and 1983 was the net result of
the loss of over 460,000 manufacturing jobs and the creation of nearly 600,000
jobs in other sectors. Although stzte data are not available, it seems that
new and smaller enterprises played the same dominant role in creating jobs in
New York as at the national level. New York is second only to California with
regspect to the number of companies listed on INC magazine's list of the 500
fastest growing firms.

Just as at the beginning of this century, New York has been propelled
through a painful transition period by entrepreneurs. In recent years, the
public has come to identify entrepreneurship with high technology. Yet 90
percent of entrepreneurs are in activities that are not based on new technol-
ogles--from Federal Express to mobile cookie stands. For example, New York
City's most rapidly growing companies include the following:

e A firm renting chauffeured limousines

® An advertising firm that successfully grew in the city's most
competitive industry

e A manufacturer of traditional telecommunications equipment founded in
1974 with 1 employee that today employs over 100 people

e A maker of medical equipment that, although nearly 100 years old,
expanded sales by 1,200 percent between 1977 and 1981

® A software consultant to the finance industry that achieved sales of
$2.4 million only 4 years after being organized

Most analysts believe the wvery high rate of unemployment in New York in
the mid-19708 was not only the result of the cut-migration of major corpora-
tions but also the result of a slowdown in entrepreneurial activity reflected
in the low business failure rate in New York State. With too few
entrepreneurs, the state responded slowly to the changing economic
environment. The emergence of the information-based econamy presented new
entrepreneurial opportunities, rekindling economic development.




Small Business and Economic Change

Economic development is the process of innovation and adaption. To pros-
per, states must not resist change but must adjust rapidly and efficiently.
They can do this by fostering a strong, entrepreneurial small business sector.

New York's economic environment is continually changing. 1In contrast to
the orderly and predictable world of theoretical economics, the real world is
in a constant state of flux, changing in many ways that cannot be meagured,
explained, or anticipated. A war in the Middle East produced an oil embargo,
which led to a 55-mile~an-hour speed limit and a booming business in CB radios
and radar detectors. The tinkering of two college dropouts who were convinced
that there was a market for small computers launched a multimillion-dollar-
industry that has directly altered the lives of miliions of people. AaAn
importer with a stock of unsold blue jeans attached the name of a famous per-
son on the back pocket and the "designer-jeans”™ industry was born.

Change is threatening. It devalues some resources and assets: the re-
sale value of gas-guzzlers fell as the price of gasoline rose; the computer-

driven robot rendered the skills of many welders redundant. Mechanical
calculators and slide rules were virtually wiped out by the micro-chip.
Low~cost Asian textile mills eliminated many jobs in the United States.

But the threat of change is more than offset by the new opportunities it
creates. OPEC greatly expanded the market for small cars and for energy-
efficient appliances and led to new oil and gas drilling.

Adapting to economic shocks is part of the entrepreneurial experience.
Seeking the best ways to respond necessarily involves risk taking-—the task of
developing a new product is difficult and the chances of being able to
translate an idea successfully into a viable enterprise are slight.
Entrepreneurs must be willing to bet their own time, money, and effort they
can do it. If they are wrong, they, and those who invested in them, lose. The
large profits earned by successful entrepreneurs are simply compensation for
the risks and the efforts entailed.

Entrepreneurship not only advarces the interests of the entrepreneur, it
creates upportunities for others. Economist George Stigler observed that
"Henry Ford made a lot of money making cars . . . but that was a small advan-
tage compared to the millions of people who were for the first time in their
lives emancipated from the common carriers and could live where they wanted,
move at the hours they wanted, to places they wanted.” In addition, the
mass-produced automobile created jobs in the automobile industry and created
productive employment opportunities in every other industry in the country.

The benefits of entrepreneurship are enjoyed only if the entrepreneur is
operating in a competitive environment in which enterprises are free to enter
or leave the industry. Those industries that are highly competitive--such as
the computer industry--exhibit a high level of innovation, falling consumer
prices, and rapid adaptztion. Those firmgs that do not innovate are soon
forced out. Less competitive industries~-including some of the nation's

44

51




durable goods manufacturing industries--have been free of competition until
recently, when foreign competitors penetrated U.S. markets. They have adapted
sluggishly, with the resulting loss of market share and tens of thousands of
jobs.

Who Are Entrepreneurs?

Entrepreneurship is not limited to ambitious electronics engineers and
venture capitalists. Nor is it limited to new or small businesses. Entre-
preneurs can be found in all industries, in all areas, in all socioeconomic
groups, and in all races. A welfare mother setting up a daycare center, the
unemployed steelworker opening an autobody repair shop, the engineer founding
a nevw software company, the thwarted management executive starting a consult-
ing practice, or large computer corporation beginning a crash program to mar-
ket a new portable are all entrepreneurs. New York is rich in examples:

e Paul H. Quackenbush, who took advantage of the deregqulation of 2i:line
rates to expand his regional airline based in Utica-Rome into one of
the fastest growing corporations in the nation

¢ Warren Haber and Joel Friedman, who set up a company manufacturing oil
field drilling equipment that was aided by the oil price increases in
the 19708 to become number 18 on INC magazine's "fast~track 100" list

¢ Vincent Testa, a former record producer, who climbed to number 170 on
INC's 1list by publishing a swarm of trade and consumer magazines for
the music industry--surviving in a highly competitive business

What these people have in common is an alertness to opportunities, a
belief they can do something better than others, a willingness to take a risk,
and a considerable measure of luck. Those starting businesz.is will tend to
start them near where they live--in the proverbial gqarage, in the company's
main branch in the state, or in low-cost, rented facilities nearby. Entre-
preneurs are among the most valuable economic resources that a state has. The
challenge for gtate policymakers is to create an economic development strat-
egy that provides them the opportunity to flourish.

Education and Entrepreneurship

The state cannot create entrepreneurs, but it can create an environment
in which they flourish. Yet state policy is rarely entrepreneurial. In most
states, economic development activity is focused on attracting industry--once
the targets were smokestacks, now it is microchips. Entrepreneurship is fur-
ther discouraged by the ways that states regulate and tax capital markets—-
the conduits through which capital flows from investors to businesses. The
net effect of state policy is often to discourage risk taking by investors,
which denies entrepreneurs capital needed for start-ups and for product
development.
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Although much still can be done in New York to improve the environment
for new and small business in financial, legislative, and regqulatory areas,
other dimensions of the entrepreneur must also be explored. where possible,
public policy must provide support and direction for the encouragement and
growth of entrepreneurs. The education system has not played a major role to
date in encouraging entrepreneurs. Traditional economics and career advice
has reflected a bias against those who wish to pursue an independent route.
Education should identify ways in which it can help potential entrepreneurs
emerge and function within the state's economy.

One of the most dramatic recent developments in business and economic
education is the proliferation of academic courses designed to teach students
how tc become entrepreneurs. More than 170 business schools now offer such
Ccourses——-compared with fewer than 10 in 1970--and the entrepreneur has become
a respectable subject of academic research.

In contrast with a decade ago, many more business students today are
interest.ed in starting their own business--a reaction in part to the very slow
growth in employment among the Fortune 1,000 companies, and in part to the
examples gset by the microchip industry. Of 750 students in a recent class at
Harvard University, 570 elected to take the school's course in
entrepreneurship.

It is unlikely that even the best education can turn someone who lacks
the requisite personality traits=-such as a willingness to take risks, or a
fertile imagination--into an entrepreneur. But academic training can teach a
person how to evaluate risks and the mechanics of setting up a business and
managing that business. It also teaches many students that they are not cut
out to be entrepreneurs.

The state education department, through the Entrepreneurship Education
Task Force, has begun to specify a number of policies and actions to define
and strengthen the relations between education and entrepreneurship in New
York. Formed in 1984, the task force is composed of small business leaders,
educators, and state officials concerned with economic development. They have
identified several critical issues and directions to improve the climate for
entrepreneurship: (1) increasing the public's awareness of entrepreneurs;

(2) including entrepreneurship among career opportunities, and (3) direct
assistance t~ new and small business.

Awareness

The way that economics and business are taught in high schools is heavily
biased toward the role of large business and ignores the critical entrepre-
neurial functions of risk taking and innovation.

® Cuwrriculum revisions should include materials on, and promote an

understanding of, opportunities in small business and
entrepreneurship.
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e Economic literacy should be provided for all students including an
understanding of the free enterprise system.

e Testing programs should include questions on entrepreneurship to
reinforce the inclusion of these materials in relevant course and
subject evaluation.

Teacher preparation programs should include materials on small
business and entrepreneurship.

Exploration of Entrepreneurship
as a Career Option

Career guidance seldom includes self-employment and entrepreneurship as
options. Steps should be taken to provide students with information about
these alternatives.

e The career option of entrepreneurship should be included in
appropriate instructional areas and stressed within guidance and
counseling functions. This should be done in such a way to increase
students' understanding of the characteristics of the entrepreneur,
especially the self-understanding and personal suitability through
self~-screening. Students should also be told of the high risk of
failure associated with entrepreneurial activity.

e There should be a balance between career options of working for others
versus working for yourself. The regents' action plan provides a
basis for this through 1ts new home and careers skills course,
occupational education entrepreneurship Modules, and general education
social studies/economics courses.

e Direct experience of the entrepreneurship career option should be
available through school programs such as the ‘-perative education
program.

Setting Up, Managing and Operating Assistance
for Small and New Businesses

There are many personality characteristics required of an entrepreneur
that cannot be taught, but there are many other skills needed to convert an
idea into a viable business plan that can be learned. Potential entrepreneurs
can be found in any society and in any socioeconomic sphere. They can be
reached througn the broad-based public education system.

There have been a few gsuccessful technical assistance programs--public
and private (see Appendix)--~for entrepreneurs in the United States and some

examples from abroad that should be studied in developing a program for New
York.
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Even though many believe that most entrepreneurial characteristics are

innate rather than learned, evidence proves that direct assistance to small

and new businesses can increase the business formation rate and reduce their
failure rate. The entrepreneurship task force recommends the following:

@ Direct assistance to small and new businesses through the education
system should focus upon late secondary students and adults, with a
technical emphasis focus on the dynamics and mechanics of small
business management and ownership, especially on the organization of
resources for profit.

® There should be increased emphasis on self-assessment and suitability
for entrepreneurship.

e These efforts should be based on a review and analysis of existing
programs and support systems and an expansion of successful ones and
should aim at ways to decrease the high=mortality rate of small
business. |

® Programs need to identify and coordinate ways of using the education
system to assist entrepreneurs.

There is certainly ample evidence that these technical assistance i
programs can prove very effective. They would require the state to reach out |
for potential clients more widely than it has done for more traditional |
education programs. They also require nontraditional "faculty” and
nontraditional hours. The most successful programs make extensive use of |
local bankers and businesspersons as teachers; estahlishing a network between
the entrepreneurs and the business community is a major function of the
"classes."”

Finally, attempts should be made to integrate entrepreneurialism into
mainstream economics in colleges and universities. Few textbooks and cur-
ricula include any detailed consideration of the Austrian School of Eco~
nomicg~-Joseph Schumpeter, Friedrich von Hayek, and Ludwig von Migses~-that
analyzed economic development by considering the importance of the
entrepreneur and the role of information costs in the market process.

In sumrary, the education system can play an important role in the
emerging entrepreneurial economy. It can make the public aware of the role
played by entrepreneurs and so temper the political pressure to enact
protectionist and anti-entrepreneurial economic policies. It can also pro~

vide direct assistance to entrepreneure to raise the rate of new business
formation.
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APPENDIX

In £all 1983, the New ¥Ynrk State Education Department was selected to
participate in a national consortium dedicated to improving entrepreneurship
education and coordinated by the National Center for Research in Vocational
Education at The Ohio State University. James A. Kadamus, the Assistant
Commissioner of the Office of Occupational and Continuing Education, appointed
representatives from private industries and various state and local agencies
to serve on the New York State Entrepreneurship Education Task Force. Chaired
by David Gillette, Chief of the Bureau of Economic Development Coordination,
this group held four meetings during 1984 and identified a number of
activities that would improve entrepreneurship education. One of these
suggested strategies was to develop a statement on the interrelationship of
entrepreneurship, economic davelopment, and education. At the request of the
task force, the education department commissioned Roger Vaughan to research
and write this gdocument.

New York State Entrepreneurship Education Task Force

Appointed by
James A. Kadamus
Assistant Commissioner
Office of Occupational and Continuing Education
New York State Education Department

Members and Orsganizations

Jerry Allen Shirley Greenwald

Chenango County Chamber of Commerce RYC Board of Education

Gary Barr Edward Harper

Erie~Cattaraugqus #2 BOCES NYS Department of Labor

Richard Clark Lloyd Jones

Clark's Petroleum Westchester County Private Industry
NYS Department of Commerce Small Council

Business Advisory Council
Dwayne Lipinski

Milton Ellis NYS Department of Agricultural and
NYS Department of Commerce Marketing

Millie Frandino David McLane

NYS Education Department Mohawk Valley Regional Education

Center for Economic Development
Elinor Garely

Borough of Manhattan Community Iris Metz
College College Preparatoxy Service
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David Gillette Jeff Osinski
NYS Education Department State Job Training Partnership
Council

Sheila Gorman
The Business Council of NYS Herman Rollins

Specialty Marketing Concepts, Inc.
Donald Sevits

|

| NYS Education Department Steve Woods

| National Federation of Independent
Michael Van Ryn Businessmen

| NYS Education Department
|

| Task Force Staff Members

i John Borel Ernest Whelden
NYS Education Department NYS Education Department

Peter Cooke
NYS Education Department




CHAPTER 3

VOCATIONAL EDUCATION'S EXPANDING ROLE IN
ECONOMIC DEVELOPMENT

by Marj P. leaming, Ph.D and P. Anthony Zeiss, Ed.D.
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Instructional Services at Pueblc Community College in
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in the initiative to marshal the resources necessary to
make Pueblo Community College an outstanding example of
the important role an educational institution can play in
a local initiative for economic development.

Dr. Leaming and Dr. Zeigs co—-authored the introduction
to this chapter. Dr. Zeiss is the sole author of the

remainder of the chapter, "Local Initiative for Economic
Development.”

Introduction

Historically, vocational education in the United States has had a
significant impact on society and has earned wide~spread respect for its
recognized zontributions toward the dual purpose of: (1) providing saleable
skills for individuals and, (2) supplying trained workers to meet labor needs.
The 1983 Colorado "Vocational Education Accountability Report® verifies
w;cational education's value by relating that more than 165,000 students
Yeceived vocational training for employment in 236 gifferent occupations. The
statistics are similar in other states across the nation. Clearly, wocational
education plays a significant role in this state's and country's economic
welfare.

Certainly, our successes give credibility to our purpose and we can all
take a measure of pride in our record. Lest we become smug and complacent in
our glory however, it is the writers' opinion that this is the time to examine
our accomplishments and reassess our purpose. Even cursory evaluation of
current and past vocational education services in our country reveals that we
have been primarily involved in only the gupply side of the labor market since
we train students to be employable. It appears to the writers that there is a
new opportunity for vocational education to evolve into an expanded role and
mission which will result in a more significant social force. This new
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opportunity involves the demand side of the local market. If educations as a
whole could also become involved in the creatiun of jobs, as well as continue
being a provider of workers, its contribution to this state and country would
be unsurpassed.

The Carl Perkins Vocational Education Act of 1984, signed in October, has
expanded the general purpose of Vocational Education to include: ". . .
assisting the states to expand, improve, modernize, and develop quality
Vocational Education programs in order to meet the needs of the nation's
existing and future work force for marketable skills and to improve
productivity and promote economic growth ¢ . « .® Clearly, the legislated
intent allows us to expand our role into the demand side of the labor market.

Because of the specific references in the new law to entrepreneurship,
small business, revitalization of business and industry, promotion of entry of
new business, revitalization of business and industry, promotion of entry of
new business and industries, emphasis on new and emerging occupations, and the
promotion of economic development, a re-examination of current assumptions and
reassessment of our potential is appropriate.

For entrepreneurship education and training to be successful at
vocational schoolx, traditional concepts must be expanded to include the
following precepts which support not only the supply side but also the demand
side of the labor market. Vocational education must--

® redefine “employment” to include the option of self-employment

e expand "job readiness gkills™ to include job seeking and interview
abilities, as well as job creation skills, and

e expand employer-employee and peer relations to include networking,
mentoring, and coaching abilities, as well as business customer/client
and buyer-vendor relations.

Essentially, the time is right for vocational institutions at all levels
to become "vendors of services" rather than to continue simply as another
*"supplier of services.™ The opportunity for vocational education to move
forward both in the creation of jobs and as provider of workers must be
recognized. We, as wocational educators, can and should assist with the
economic development of our communities. Most of us have simplify felt
obligated to train students for jobs, without the ownership of fostering the
development of those jobs. Fortunately, vocaticnal leaders in a score of
community and junior colleges and vocational schools have begqun to recognize
this new opportunity and have recently committed themselves to various
economic development activities. In Colorado to date, five community colleges
are already operating small business centers and virtually all two-year
schools in Colorado are involved in industry-specific training. At least one
school, Pueblo Community College, is intimately involved in customized
training and in large-scale economic development activities. Their economic
development activities have contributed to the creation of 2,300 new jobs in
that community. Pueblo Community College is an outstanding example of how a
vocational education institution can be actively involved in a local
initiative for economic development.
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Local Initiative For Economic Development

by P. Anthony Zeiss, Ed.D.

Pueblo Community College hag taken the initiative to help spearhead an
exemplary program for rendering assistance to new and existing entrepreneurs
in its three-county service area. The initial catalyst for getting involved
in the economic development arena resulted from the ominous atmosphere of the
fall 1982 Pueblo Chamber of Commerce retreat. Pessimistic reports by various
businesses and civic leaders at the retreat caused college officials to ini-
tiate gervices that would be useful to businesses and the citizenry of the
college’s immediate service area. The city of Pueblo has traditionally been a
large~business town, which was sustained primarily by steel manufacturing.
Also, in 1982 unemployment was soaring at 18 percent, and the community was
experiencing a declining growth atmosphere. In view of this economic reces-
sion, the college resolved, in typical entrepreneur spirit, to become a "ven-
dor of services™ rather than merely evolve as a partner with industry.

The primary motivation behind all of this community action was the very
real need to solve the unemployment problem in the local area. Extensive
review of the literature and community investigation substantiated the kelief
that the development of a stable economy was dependent upon the expansion and
diversification of businesses, i.e., small businesses. The resultant research
indicated that two fundamental, prescriptive elements were necessary for soclv-
ing unemployment: (1) the creation of jobs and (2) proper labor force train-
ing. The college realized that both elements had to be addrassed simultane-
ously; thesc two activites could not be expected to produce acceptable results
independently. Further, it was clear that both activities were dependent upon
the cooperation, enthusiasm, and goodwill of the people, industry, government,
and training institutions of the community.

Element 1 involved the need for a local initiative designed to expand and
diversify the community's economic base via the growth and development of
small businesses. An emphasis was placed upon developing and expanding busi-
nesses that would market goods and services outside of the community‘s
immediate economic market sphere.

In the fall of 1982, the community college joined with local community
leaders and the Pueblo Economic Development Corporation in the exploration of
feasible, practical, and workable assistance models that would foster the
retention and development of small businesses. A multitude of econamic
development models were reviewed, researched, and considered. Finally, a
comprehensive community study was conducted by the Control Data Corporation,
and the results of that study were largely used in the development of the
model initiative that is in successful operation today. This model initiative
is appropriately titled the Pueblo Business Assistance Network.

The Pueblo Business Assistance Network (PBAN) is unique by its very
nature. It provides a unified network of services from virtually the entire
community and consists of four major assistance groups:
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o An intake and assistance center

o A cooperative volunteer assistance group

0 A seed/venture capital investment fund

© An incubation facility to support new businesses

A comprehensive intake center was developed and put into operation on May
27, 1983 by Pueblo Community College. In its first 7 months of operation, the
school's Center for Small Business experienced 183 requests for assistance.
These requests resulted in 23 businesses that have either newly opened or have
siganificantly expanded. Further, the city of Canon City, 36 miles to the west
of Pueblo, has requested the community college to establish a duplicate Center
for Small Business and cooperative volunteer group in their town. This is
currently being satisfied via a mobile van, which visits the city on a regular
schedule in cooperation with the city's cham»er of commerce. The center is an
integral part of the college's business division and provides expert
assistance in business and financial plan development and in general
management principles.

A nonprofit cooperative volunteer assistance group, consisting of dozens
of volunteers from numerous professions, was formed in the spring of 1983 as
the Pueblo Cooperation office. It is the primary purpose of this group to
provide in-depth assistance via practicing professionals. Typically, as a
client progresses through the formation of a business plan at the college's
Center for Small Business, specific needs are identified that require the
expertise of volunteer professionals. To date, the cooperation office has
logged 600 hours of assistance to entrepreneurs and has been responsible for

, at least two major business expansicns. The cooperation office is presently
located at the college's Center for Small Business.

A seed/venture capital fund was deemed necessary since usual financial
institutions do not lend money to high-risk entrepreneur-type wentures. A
survey of lending institutions in the Pueblo area revealed that there was
little or no capital to be borrowed on a nonsecured basis. As a consequence,
several community leaders developed and incorporated a community-based,
private, for-profit seed/venture investment fund incorporated as the Capital
Ideas Fund. Basically, the fund is designed to render financial assistance to
any new or existing small business that (1) is based in Pueblo County and
(2) will create jobs via the exportation of goods and services. Revenues for
the fund were raised through an initial, private stock offering. The
corporation plans to increase its revenues and public involvement via a public
offering of stock sales in the summer of 1984. To date, the fund has screened
approximately 50 entrepreneur ideas and has participated in the funding of two
new small businesses: a light manufacturing company and a meat-processing
company. Both companies are now in operation. The Capital Ideas Fund was
incorporated in June 1983.

The fourth, and equally important part of the Pueblo Business Assistance
Network, is the incubation facility. Called the Business and Technology




Center, this facility is currently in the last stages of development by the
Pueblo Economic Development Corporation. The facility involves the purchase
and renovation of a 40,000 square-foot building in downtown Pueblo. The
center has been modeled after the highly successful incubation facilities
developed and operated by the Control Data Corporation at numerous locations
across the United States. The center is designed to provide affordable
technical assistance and low overhead costs to new small businesses when cash
flow is most critical. The cost pooling of secretarial, telecommunications,
and copying services provides an economically conducive atmosphere for the new
businegsses that locate in the building. The facility is scheduled to be open
in August 1984.

Element 2, which involves the training or retraining of a proper labor
force, primarily involves the community‘'s educational institutions. Pueblo
Community College has also publicly voiced its commitment to this activity.
The college has already bequn offering fast-track courses, has increased its
course schedules to accommodate shift workers, and has recently revalidated
every course competency to insure the delivery of current and practical
training. Additionally, the college recently provided, free of charge, a
comprehensive dislocated worker assistance program. This activity consisted
of a series of personal development and carrer development workshops. The
college recognizes that the following basic activities must become a permanent
part of its services if the momentum created by the initial economic
development initiative is to continue:

® Personal development workshops

® Career developrment workshops

® Basic skills assessment and remediation

e Skills training tailored to businesses identified by PBAN

In concert with these comprehensive economic development activities, the
community college is directly assisting with the development of a statewide
network of similar "Centers for Suall Business™ to be located at community
colleges throughout the state. This effort is coordinated through the
business division of the state wvocational education department.

It is recognized that this model initiative may not be a panacea for the
unemployed or for community economic development. It is further recognized
that community colleges must also continue to attend to the educational needs
of our youth. However, it is the writer's opinion that America‘'s greatest
challenge, that of capturing and creating new economic markets and providing a
trained labor force for those new jobs, must be met head-on. These issues
must be addressed quickly and positively through local initiatives such as the
one in Pueblo, Colorado. The implementation of such initiatives, of course,
is dependent upon the recognition of the problem and the interest of each
community. The final question in this regard is not "Can we afford to attack
this societal problem on a community-by-community basis?® but, "Can we afford
not to?"
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CHAPTER 4
AN ACTION PLAN FOR ENTREPRENEURSHIP EDUCATION IN ILLINOIS

Prepared by the Illinois Task Force
on Entrepreneurship Education

Executive Summary

The Illinois Task Force on Entrepreneurship Education commends the
Illinois State Board of Education, Department of Adult, Vocational and
Technical Education for having the vision and foresight to bring together
individuals representing a variety of private and public sector agencies with
the challenge of working collectively on entrepreneurship education. The
charge given to the task force, as stated in a letter from Mr. James R.
Galloway, Assistant Superintendent, was to: “Infuse entrepreneurship
education in all levels of vocational and adult education.”

Working as partners from business, education, and government, the task
force has served as a catalyst to accomplish its charge by developing "An
Action Plan for Entrepreneurship Education in Illinois.” Included in the
action plan are the following gections:

® Background on the Entrepreneurship Education Task Force

e Need for Entrepreneurship Education

e The Entrepreneurship Education Framework

o Need for an Action Plan for Entrepreneurship Education in Illinois

o Definition of an Entrepreneur

e Characteristics of Successful Entrepreneurs

o Definition of Entrepreneurship Education

e Mission of the Illinois Task Force on Entrepreneurship Education

® Role of the Illinois Task Force on Entreprencurship Education

e Accomplishments of the Task Force

e Implementation of the Action Plan

e Recommendations

e Suggested Process for Implementing the Recommendations

e Illinois Task Porce on Entrepreneurship Education Members
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The task force feels that, as a voluntary task force, the assigned charge
has been accomplished through the various meetings held, culminating in the
development of this action plan. However, only the ground work has been laid.

To fully accomplish the mission of the task force, a commitment and adequate
resources targeted for entrepreneurship education are needed.

Based upon the work completed by the Illinois Task Force on Entrepreneur-
ship Education during the past year, the following recommendations were
submitted for consideration:

ed

Identify and operationalize a permanent management body for
entrepreneurship education with membersnip from facilitators and
providers of entrepreneurship (by July 1, 1985) to accomplish the
following:

== Promote entrepreneurship as a career option.

== Initiate teacher education programs within various educational
systems,

-~ Promote the development of innovative entrepreneurship education
delivery systems for entrepreneurship education.

-= Promote business/industry/education partnerships, collaboration,
and involvement in entrepreneurship education programs.

-~ Oversee entrepreneurship education as a long-term development
process.,

Identify and support a person to serve as entrepreneurship education
coordinator working as a facilitator with the permanent management
body.

Convene, by September 30, 1985, the permanent management body to
develop a strategic plan, including goals, activities, timelines
and responsibilities to achieve specific goals of the plan.

Provide the resources necessary to carry out the afore mentioned
recommendations.

Process for Implementing the Recommendations

§ugggst
|
|
|
|
|
|
|
|

Conduct a 2-day planning conference for the permanent management
body with assistance from the Illincis Task Force on
Entrepreneurship Education to develop a 3-year strategic plan for
entrepreneurship education.

Give the management body the responsibility and resources needed to
implement the strategic plan.
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Background on the Entrepreneurship
Education Task Force

The Illinois Task Force on Entrepreneurship Education was established as
a result of the Illinois State Board of Education, Department of Adult,
Vocational and Technical Education joining the National Consortium on
Entrepreneurship Education. This 19-member state consortium was established
under the auspices of The National Center for Research in Vocational Education
at the Ohio State University in July 1984.

The Illinois Task Force on Entrepreneurship Education was initiated to
build linkages among organizations that &re addressing issues in entrepreneur-

ship education as well as create a network of these organizations to foster
the growth of entrepreneurship in Illinois.

At the first meeting of the Illinois Task Force on Entrepreneurship Edu-
cation, Dr. Novella Ross, Entrepreneurship Project Director from The National
Center for Research in Vocational Education, served as a facilitator to assist
task force members in developing a state plan for mission, goals, and objec-
tives for entrepreneurship education in Illinois.

Subsequent task force and committee meetings over the past year have
resulted in the development of this action plan.

Need for Entrepreneurship Education

Entrepreneurship education is an essential component of the Illinois
management model for economic development. A recent publication of the
Illinois Development Council entitled A State of Illinois Management Model
for Economic Development contains a complete description of the strategies for
implementing the model.

The Governor's Small Business Advisory Commission for the State of
Illinois highlighted the need for fostering the retention and expansion of
small business in their recent (September 1984) report with the following
statements:

e In Illinois there are 255,508 small businesses (under 500 employees).
Collectively they represent 99.4 percent of all businesses in the
state ard 3,842,099 jobs or 66 percent of the total work force.

e Nationally, small business h&s been the major net provider of jobs.

“"The State of Small Business: A Report of the President,” which was

transmitted to the Congress in March 1984, states the following:

e All of the 984,000 net new jobs generated in the American economy dvr-

ing 1981 and 1982 came from independent small businesses with fewer
than 20 employees.
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e Small businesses produced a total of 2,650,000 new jobs, more than
offsetting the 1,664,000 jobs lost by large businesses.

An environment that encourages the development of small business in
Illinois could improve the economic well-being of the entire state. For exam-
ple, if every small business in Illinois added one employee, our level of
unemployment would be reduced by over 50 percent.

The publication of the Governor‘s Small Business Advisory Commission
entitled The Small Business Agenda--An Action Plan for Job Creation and Eco-
nomic Growth contains a plan of action, which further documents the need for
implementing entrepreneurship education and would require all educational
institutions to better prepare their students for success in the workplace:

1. Require the teaching of small business and basic economic under-
standing in the elementary and secondary schools to insure successful
entry into the job market.

2. Require 2-year and 4-year educational institutions to develop

educational programs that allow undergraduate students to pursue a
major and graduate with a degree in small business.

The Entrepreneurship Education Framework

Entrepreneurship education, as envisioned, is a comprehensive program
designed to serve the diverse needs of a broad population base. As such, it
is important to identify the process of acquiring the necessary competencies
in a variety of educational settings. The Lifelong Entrepreneurship Education
Framework that was developed at the National Center for Research in Vocational
Education includes the following components:

Stage 1-- Entrepreneurship career awareness, basic skills, and economic
Iiteracy

Stage 2=~ Entrepreneurship interest and awareness

Stage 3-- Creative application of occupational skills and entrepreneur-
ship competencies

Stage 4-- Entrepreneurship venture development
Stage 5-- Long-term expansion/redirection

The framework illustrates entrepreneurship as a developmental process
over an extendeu period of an entrepreneur's life and defines the difference
one would expect to see in various types of entrepreneurial programs. It also
indicates the importance of defining a number of important needs and learning
processes before infusing entrepreneurship into any educational program.




Need for an Action Plan for Entrepreneurship Education in Illinois

An exciting and challenging role for entrepreneurship education is emerg-
ing in the final decades of the 20th century as more and more Americans are
deciding that only through ventures of their own can they achieve the kind and
the quality of life they envision for themselves and their families. It is no
longer news that small and new businesses provided most of the 20 million new
jobs generated between 1970 and 1980, a trend that has persisted throughout
the eighties despite the recent recession period.

Small businesses have been a major source of jobs for a wide cross
section of workers: the young, older adults, part-time workers, and the
cyclically unemployed. As the American economy goes through structural
changes, small firms are exhibiting the imagination and flexibility needed to
adapt to these changes and are providing jobs for many workers who are find-
ing themselves displaced. Likewise, vocational education during the 1980's is
being called upon to play a leadership role in the promotion of entrepreneur-
ship education as a viable economic development strategy.

Because the government, in the most recent decades, has tended to view
Americans as employees and consumers rather than as entrepreneurs and pro-
ducers, the climate for small independent ventures has deteriorated. The
owners of Amzrica's small businesses are learning that they must participate
more in formulation of government policies and make their views known not only
to benefit small business but to benefit the nation as a whole.

The recommendations emanating from statec and national conferences on
small business have encouraged the development of entrepreneurship education
programs. These programs should entail initial education, continving
management assistance, and some means to update specific skills. The small
business delegations also called for the development of curricula on the
American economy in primary, secondary. and postsecondary schools to
familiarize Americans with basic economic, business, and entrepreneurial
principles. These recommendations envision a partnership among government,
educational institutions, and business to launch a national program.

The U.S. Department of Education has prepared the following policy
statements relative to entrepreneurship education:

® It is the policy of the U. S. Department of Education to encourage
the inclusion of entrepreneurship as an integral part of vocational
and adult education and to support all endeavors that serve to
increase the capacity of vocational and adult education to deliver
education for entrepreneurship.

e In making entrepreneurship education a focus of concern for
vocational and adult educat.ion, the U.S. Department of Education
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believes that the quality and contributions of private enterprise
will be enhanced. A new vision for entrepreneurship education,
implemented by state and local initiatives, deserves the attention
and support of all leaders and practitioners in American education.

Although a variety of organizations have developed programs to prepare
people for new venture creation, there have been limited uvpportunities to
build networks to deliver education and training appropriate for the different
types of entrepreneurs.

The Illinois Task Force on Entrepreneurship Education felt that this
realistic, coordinated action plan for the state would bring together programs
that affect entrepreneurial education. The result would be coordination among
agencies that now frequently work at cross-purposes and greater efficiency in
the expenditure of state funds. This action plan could provide the framework
under which a range of agencies--small business administration, chambers of
commerce, employment and training, government, economic development councils,
education=--could work together toward economic development goals that they
could not achieve independently.

Definition of an Entrepreneur

An entrepreneur is an individual who undertakes self-directed initiatives
and assumes personal risks in creating and operating a profit-oriented
business.

Characteristics of Successful Entreprenaurs

Some of the important characteristics found in successful entrepreneurs
include placing a high value on success, emotional involvement with the
enterprise, perseverance, imagination, competitiveness, good physical health,
superior conceptual abilities, broad thinking, high self-confidence, strong
drive, basic need to control and direct, moderate risk-taking abilities, a
strong sense of reality, interpersonal skills, sufficient emotional stability,
and possession of the "spirit of entrepreneurship.”

Definition of Entrepreneurship Education
A long—-term developmental process that stimulates awareness of the

opportunities inherent in new ventures and provides the necessary skills for
creating and expanding them.

Mission of the Illinois Task Force on Entrepreneurship Education

Foster the growth and development of entrepreneurship in the State of
Illinois.
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Role of the Illinois Task Force on Entrepreneurship Education

Identify and help structure a permanent management body to promote
entrepreneurship in Illinois.

Accomplishments of the Task Force

e Identified and studied many existing entrepreneurship education pro-
grams throughout the state and the nation

® Identified and studied existing organizations (public and private)
involved in the delivery of programs that prepare and upgrade the
competencies of entrepreneurs

® Served as an advisory body for existing entrepreneurship education
activities

e Identified what was needed (i.e., resources, programg, cooperative
relationships) to achieve the mission of the task force

® Served as a catalyst for identifying and creating a permanent
management body to promote and implement entrepreneurship education
in the State of Illinois

® Provided initial leadership to help transfer the responsibilities to
the permanent management body for entrepreneurship education by
December 21, 1985

® Developed "An Action Plan for Entrepreneurship Education in
Illinois "

Implementation of the Action Plan

Figure 1 is a visual presentation of a proposed management model for
entrepreneurship education. This model is based on the premise that there

.must be bottom-up commitment and top-down support before entrepreneurship

education makes a significant contribution in revitalizing the economy at
local, regional, state, and national levels. The model is designed to promote
avenues of partnership between and among a wide array of private and public
sector facilitators, providers, and consumers of entrepreneurship education
services to foster and strengthen smal.. business.

To achieve the goals of the proposed network, careful planning and imple-
mentation of a strategic plan for marketing entrepreneurship education will be
required. The implementation of the plan will begin with concurrent efforts
being directed in the following two critical areas:
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e Work to gain the essential leadership, commitment, and support from

key private and public sector agencies and organizations.

Begin research in the environmental analysis by identifying ongoing
entrepreneurship education programs and determining what entrepre-
neurship education activities are being carried on by various agen-
cies and organizations and continue to work cooperatively with
various agencies such as The National Center for Researca in Voca-
tional Education.

Recognizing that the task force was organized as a voluntary group, the
members feel that it is beyond their original charge and mission to implement
the goals that were developed. Therefore, the task force is submitting to the
Illinois State Bonard of Education/Department of Adult, Vocational and
Technical Education the following recommendations:

Recommendations

Based upon the work completed by the Illinois Task Force on Entrepreneur-
ship Bducation during the past year, we recommend:

Identify and operationalize a permanent management body for
Entrepreneurship education with membership from facilitators and
providers of entrepreneurship (by July 1, 1985) to accomplish the
following:

-~ Promote entrepreneurship as a career option.

-- Initiate teacher education programs within various educational
systems.

== Promote the development of innovative entreprenenrship education
delivery systems for entrepreneirship education.

-- Promote business/industry/education partnerships, collaboration,
and involvement in entrepreneurship education programs.

== Oversee entrepreneurship education as a long-term development
process

Identify and support a person to serve as entrepreneurship
education coordinator working as a facilitator with the permanent
management body.

Convene, by September 30, 1985, the permanent management body to
develop a strategic plan, including goals, activities, timelines,
and responsibilities to achieve specific goals of the plan.

Provide the resources necessary to carry out the afore mentioned
recommendations.
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suggested Process for Implementing the Recommendations

e Conduct a 2-day planning conference for the permanent management
body with assistance from the Illinois Task Force on
Entrepreneurship Education to develop a 3-year strategic plan for
entrepreneurship education.

® Give the management body the responsibility and resources needed to
implement the strategic vlan.
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Sangamon State University

Building E, Room 22

Springfield, Illinois 62708

(217) 786-6375

(800) 252-4822 (Toll free in
Illinois)

E. Edward Harris

Northern Illinois University
Williston 325

DeKalb, Illinois 60115
(815) 753~-1298 or 1664

67

Betty Jo Hill

Illinois State Board of Education
100 North First Street
Springfield, Illinois 62777
(217) 782-7823
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APPENDIX

INFORMATION ON SMALL BUSINESS INCUBATORS

The following publications on small business incubators are available
free of charge from the SBA's Office of Private Sector Initiatives, 1441 L st.
N.W., Room 720-A, Washington, DC 20416.

Berger, Renee. The Small Business Incubator: Lessons Learned from Europe.

Washington, DC: Office of Private Sector Initiatives, U.S. Small
Business Administration, 1984.

Council for International Urban Liaison. Small Business Incubation:
Successful Models from Abroad. Washington, DC: SBA Office of Private
Sector Initiatives, U.S. Small Business Administration, 1984,,52 pp.

Illinois Department of Commerce and Community Affairs and the U.S. Small
Business Administration, Region V. Starting a Small Business Incubator:
A Handbook for Sponsors and Developers. Washington, DC: Office of
Private Sector Initiatives, U.S. Small 3usiness Administration, 1984,
79 pp.

This guide reviews incubator characteristics, steps in developing
incubators, and sources of financial and technical assistance. It also
includes profiles of 10 incubators.

Incubator Times. Washington, Office of Private Sector Initiatives, U.S. Small
Business Administration.

U.S. Small Business Administration. Incubators for Small Business.
Washington, DC: oOffice of Private Sector Initiatives, U.S. Small
Business Administration, 1984, 7 pp.

This pamphlet lists names and contact information for 31 incubators.

. Small Business Incubator Sample Information Package. Washington,

DC: Office of Private Sector Initiatives, U.S. Small Business
Administrations, n.d., 23 pp.

This resource contains news clips and project summaries.

The following general information on small businesses and small business
assistance programs is also available from the SBA.

U.S. Small Business Administration. State Activities in Venture Capital,
Early-Stage financing, and Secondary Markets. Washington, DC:
Office of Advocacy, U.S. Small Business Administration, 1984, 63 pp.

+ A Summary of Major State and Local Small Business Issues in 1984,
Washington, DC: Office of Advocacy, U.S.Small Business Administration,
1984, 24 pp.




« The State of Small Business: A Report of the President.
Washington, DC: U.S. Government Printing Office, 1984, 485 pp.

This report includes "The Annual Report on Small Business and
Competition of the U.S. Small Business Administration.”

« The States and Small Business: Programs and Activities.
Washington, DC: Office of Advocacy, U.S. Small Business Administration,

1983, 238 pp.

This report presents a state-by-state summary of programs and
assistance available for small business.

. Facts About Small Business and the U.S. Small Business
Adminigtration. Washington, DC: Public Communications Division, U.S.
Small Business Administration, 1981, 22 pp.

OTHER PUBLICATIONS AND ARTICLES

Incubators

Allen, David N., Ginsberg, Judith E. and Meiburger, Susan A. Home Grown
Entrepreneurship: Pennsylvania's Small Business Incubators.
University Park: Institute of Public Administration, Pennsylvania

State University, 1984, 38 pp.

This volume was published in cooperation with the Pennsylvania
Department of Commerce, Harrisburg.

Bradford, Calvin. "Private Sector Initiatives and Public Sector Accountabil-
ity: A Case Study of Contracting with City Venture Corporation.”
Journal of the American Planning Association 49 (Summer 1983): 326-335.

This case study includes references to local experiences with Control
Data Corporation Business and Technology Centers.

Campbell, Candace. “Hatching Small Business.” Planning (May 1984):
19-24.

Governor's Office of Policy and Planning. "Advanced Technology Development:
A Review of Small Business Incubator Initiatives."™ Harrisburg, PA:
1982, 21 pages.

National Council for Urban Economic Development. Incubctor Resource Kit.
Washington, DC: National Council for Urban Economic Development,
1984.

This collection of background materials, news clips, and project
summaries includes four sections, which may be purchased separately:
"Model Documents: Tenant Application Forms and Lease Agreements™;
“Incubators: Adaptive Reuse and Industrial Rehabs"; "'HighTech' and
University-Affiliated Incubators”; "Incubators: Newly Constructed
Fecilities and Facilities Keyed to Industrial Parks."

70




Phalon, Richard. "University as Venture Capitalist.” Forbes, 19 (December
1983).

This article discusses the trend toward university involvement in
incubator projects as a component of local high tech development
strategies, with particular reference to the Rensselaer Polytechnic
Institute in Troy, N.Y.

Purcell, Mia. The Industrial Incubator. Information Service Report No. 27.

Washington, DC: National Council for Urban Economic Development,
1984, 20 pp.

This report describes and compares seven different incubator

facilities, highlighting the critical decisions to be made in designing,
financing and managing a successful incubator.

"Special Report: Growth in Business Incubators Seen Helping Some Areas Create
Jobs; Here's How."™ Economic & Industrial Development News, 19 (December
1983):

Temali, Mihailo. “Incubating Business Good CED Strategy."™ Economic
Development and Law Center Report (May/August 1984): 51-55.

Temali, Mihailo and Campbell, Candace. Business Incubator Profiles.
Minneapolis: Hubert H. Humphrey Institute of public Affairs,
University of Minnesota, 1984, 61 pp.

This report discusses a survey of 50 business incubators for the
ingtitute'’s Cooperative Community Development Program.

Regional Economic Development: Encouraging High-Technclogy Develop-
ment--Background Paper #2. Washington, DC: U.S. Government Printing
Office, 1984, 98 pp.

U.S. Congress, Office of Technology Assessment. Technology, Innovation, and
|
|
|
|

This report is available for $4.75 from The U.S. Government Printing
Office, Superintendent of Documents, Washington, DC 20402. Request GPO
stock number 052-003-00942-1.

Weinberg, Mark. "The Role of the University in Local Economic Development: A
Case Study of University Participation in a Business Incubation Center.” E
Athens: 1Institute for Local Government Administration, Ohio University, |
1984.

This paper was presented at the annual conference of the American |
Society for Public Administration, Denver, CO, April 8-12, 1984.

Small Business Job Creation

Armington, Catherine and Odle, Marjorie. "Sources of Job Growth: A New Look
at the Small Business Role." Economic Development Commentary 6 (Fall
1982): 3-7.
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Birch, David. "Generating New Jobs: Are Government Incentives Effective?"
Economic Development Commentary 3 (July 1979): 3-6.

« The Job Creation Process. Report to the U.S. Department of
Commerce. Washington, DC: U.S. Government Printing Office, 1979.

Friedman, Robert. "Reducing Unemployment Through Enterprise Development."
Economic Development and Law Center Report (July/August 1983).

Garn, Harvey A. and Ledebur, Larry C. The Renaissance of Concern for Small
Business Enterprise in the United States. Washington, DC: The Urban
Institute, 1980, 32 pp.

Shapero, Albert. "Developing a High-Tech Complex Through Small Company
Formations.® Survey of Business vol. no. (Summer 1982): 1-4.

« "Entrepreneurship in Economic Development.® In Expanding the

Opportunity to Produce: Revitalizing the American Economy through New
Enterprise Development, edited "y Robert Friedman and William Schweke.

Washington, DC: Corporation for Enterprise Development, 1981.

. "Entrepreneurship: Key to Self-Renewing Economies.”™ Economic
Development Commentary 5 (April 1981): 19-23.

CONTACTS

Nonprofit or Publicly Sponsored Facilities

Many of the incubator projects underway are sponsored by nonprofit or
public entities and the universe of such facilities is growing rapidly.
Because space limitations preclude an attempt to list the many examples of

such facilities here, readers are referrad to those publications listed in the

preceeding section that include good profiles and listing with contact

information (see especially, Incubators for Small Business [SBA] and Business

Incubator Profiles |Humphrey Institute of Public Affairs]).

Comparative Research on Incubators

Dr. David Allen, Assistant Professor
of Public Administration

Institute of Public Administration

205 Burrows Building

Pennsylvania State University

University Park, PA 16802

814/865-2536

Candace Campbell, Research Assistant
Cooperative Community Dev. Program
Humphrey Institute of Public Affairs
909 Social Sciences

University of Minnesota

267 19th Ave. South

Minneapolis, MN 55455

612/376-9996



Mark Weinberg, Assistant Professor
Director, Institute for Local Government
Administration and Rural Development

Bentley Hall
Ohio University
Athens, OH 45701
614/594-5793

Organizations

Corporation for Enterprise Development
1211 Connecticut Avenue N.W.

Washington, DC 20036

202/293-7963

Contact: Bill Schweke, Program Director

Council for Community Development, Inc.
10 Concord Avenue

Cambridge, MA 02138

617/492-5461

Contact: Belden Hull Daniels, President

Economic Development and Law Center
1950 Addison St.

Berkeley, CA 94704

415/548-2600

Contact: David Kirkpatrick, Exec. Dir.

National Council for Urban Economic Development
1730 K St. N.W. = Suite 1009

Washington, DC 20006

202/223-4735

Contact: Mia Purcell, Project Manager

National Development Council

1025 Connecticut Avenue N.W. ~ #404
Washington, DC 20036

202/466-3906

Contact: John Sower, Director

State and Local Affairs, Office of Advocacy
U.S. Small Business Adninistration

1441 L, St. N.W.

Washington, DC 20416

Contact: Jackie Woodard 202/634-7606
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